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HOUSE OF REPRESENTATIVES
MoNDAY, JANUARY 28, 1935

The House met at 12 o'clock noon.
The Chaplain, Rev. James Shera Montgomery, D. D,
offered the following prayer:

Almighty God, conscious that there is a power in the earth
which transcends the works of man, we linger here in prayer
and breathe “ Abba Father.” By faith, hope, and love may
we discern Thy presence, recognizing the invisible world, its
glory and inspiration. Holy Spirit, render divinely solemn
our obligations and our obedience. Keep us, blessed Lord,
from the tragedy of that love that never finds an object, from
that ability that never finds a sphere, and from that life that
never finds a mission. We beseech Thee fo save us from
that blind worldliness that closes the windows of the soul
and shuts its door on God. O may we make with Thee a
perpetual covenant which shall never be forgotten. Ever
keep alive in us aspirations that need not be ashamed. Let
them never be mocked or denied. Through Christ. Amen.

The Journal of the proceedings of Friday, January 25,
1935, was read and approved.

MESSAGE FROM THE SENATE

A message from the Senate, by Mr. Horne, its enrolling
clerk, announced that the Senate had passed a bill of the
following title, in which the concurrence of the House is
requested:

S.1175. An act to extend the functions of the Reconstruc-
tion Finance Corporation for 2 years, and for other purposes.

The message also announced that the Senate agrees to
the report of the committee of conference on the disagree-
ing votes of the two Houses on the amendments of the Sen-
ate to the bill (H. R. 3410) entitled “An act making appro-
priations for the Executive Office and sundry independent
executive bureaus, boards, commissions, and offices for the
fiscal year ending June 30, 1936, and for other purposes.”

AMENDMENT TO BANKHEAD BILL

Mr. WHELCHEL. Mr. Speaker, I ask unanimous consent
to extend my remarks in the Recorp and to include therein
a copy of an amendment to the Bankhead bill which I have
just filed.

The SPEAKER. Is there objection to the request of the
gentleman from Georgia?

There was no objection.

Mr. WHELCHEL. Mr. Speaker, under leave granted I
extend my remarks in the REcorp in regard to an amend-
ment that I am today introducing to the Bankhead bill, and
also as a part of my remarks I extend in the REcorp, a copy
of the amendment so introduced.

In the outset let me say that I have given this bill a great
deal of thought because it so vitally affects that portion of
Georgia that I represent, the ninth district, and it is only
now that I have satisfied my mind that there is a solution
that will correct the greatest evil emanating from the con-
trol of cotton production.

I regard the outstanding feature of this H. R. 4882 to be
that portion giving to the small farmer raising cotton an
exemption or freedom from tax, sufficient to at least help him
in defraying his expenses for fertilizer and actual necessaries
of life for himself and family, this to be in keeping with the
number of his dependents. It is not the small farmer or
producer that is causing an overproduction of cotton, and
this amendment will in no way vitiate the effect of the
Bankhead bill. I have personal knowledge of several in-
stances in my district where the allotment was so inadequate
that it really caused want and suffering, this being where
the producer was poor and had a very large family. In one
case in particular a man with eight children was only given
1,180 pounds of lint cotton.

This amendment will at least give relief to these small
farmers in a small way, and yet the effect of the Bankhead
bill will remain and serve the purpose for which it was in-
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tended. If this bill is permitted to remain in its present
status, it will be in the future, as it has in the past, very
hurtful to these small producers.

Another feature of this amendment that would be of value
to the proper handling of this measure is the selection of
the committees and community committees by the lccal
authorities of the different counties, who are acquainted
with the parties at interest, and can more equitably make the
allotments, they knowing the surroundings of each of the
parties to be dealt with.

The last portion of the amendment provides for adequate
compensation to be paid to the ginners of the counties who
are compelled to make reports and otherwise assist in the
collection of these taxes. The amount of work required of
them has been tremendous, and it is not in keeping with the
policy of the administration, I am sure, that they should
?e eigmpeIIed to do this work and receive no compensation
or it.

Below I quote a resolution passed by the Georgia Legisla-
ture in regard to this last:

Whereas the terms of the Bankhead bill makes no provision for
the payment for the collection of taxes imposed thereunder by
cotton ginners; and

Whereas the Treasury Department required that the operators
of cotton ginneries should collect such taxes and did not stipulate
any compensation therefor; and

Whereas the collection of taxes at ginneries for account of the
United States Government entailed an enormous amount of time
and effort and necessitated the employment of additional salaried
help in connection with the operation of ginneries, which, under
no conception, could be construed as legitimate expense imposed
upon the owner and/or operators of cotton ginneries: Be it

Resolved—

1. That the Congress of the United States is earnestly requested
to enact such legislation as will fairly compensate the extra ex-
pense incurred in the collection of taxes imposed upon the gin-
neries during the years 1934 and 1935.

2. That a copy of this resolution be transmitted to the Senators
and Congressmen from the State of Georgia.

The Bankhead bill as a whole is,<in my opinion, the solu-
tion to the overproduction of cotton and with the evils
corrected as set out in the amendment I have today intro-
duced, truly believe it will prove to be of inestimable value
to the Nation.

A Dbill to exempt a limited quantity of cotton produced by small
producers from the cotton ginning tax; to fix a reasonable com-
pensation to be paid where the operators of cotton gins are
required to collect such tax, and to provide for the selection of
members of county and community committees under the Cot-
ton Act of 1934

Be it enacted, ete., That section 4 of the act entitled “An act to
place the cotton industry on a sound commercial basis, to prevent
unfair competition and practices in putting cotfon into the chan-
nels of interstate and foreign commerce, to provide funds for pay-
ing additional benefits under the Agricultural Adjustment Act,
and for other purposes ", approved April 21, 1834, as amended, is
am:lnded by inserting at the end thereof the following new sub-
section:

“(h) Where during the crop year 1935-36 cotton is harvested on
land with respect to which an allotment of tax-exempt cotton has
been made to the producer thereon (or on his behalf as share
cropper or tenant), if the allotment made is less than 5 bales
(500 pounds), the tax shall be imposed under this act upon cotton
so produced on the following basis: Two bales exempt for head of
each family; one-half bale for each dependent of sald producer,
exclusive of himself and wife, said exemption not to exceed 5
bales. Exemption certificates shall not be issued representing cot-
ton exempt from tax under this subsection, but the Secretary of
Agriculture and the Secretary of the Treasury shall prescribe regu-
lations providing for the identification of such cotton and for
establishing the right to such exemption. The person establishing
his right to such exemption in accordance with such regulations
shall be entitled to receive bale tags for such cotton under section
10. The amount of cotton which the Secretary of Agriculture
ascertains under section 3 (a) should be allotted for marketing
from production during the crop year 1935-36 shall include the
amount which he estimates will be tax-exempt under the provi-
sions of this subsection and the amount of cotton apportioned in
pursuance of section 3 (b) shall be reduced by the amount of his
estimate under this subsection.

The last sentence of section 23 of such act, as amended (relating
atgte‘::?' :sﬂnltﬁun of “hale), is amended by inserting “4 (h)",

SEc. 2. That section 6 of the act entitled “An act to place the
cotton industry on a sound commercial basis, to prevent unfair
competition and practices in putting cotton into the channels of
interstate and foreign commerce, to provide funds for paying addi-
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tional benefits under the Agricultural Adjustment Act, and for
other purposes”, is amended by adding at the end thereof the
following paragraph:

“Where the operators of cotton gins are required to collect such
taxes imposed under such act that said operators of said gins be
paid a reasonable compensation for their services, said compensa-
tion to be pald out of the taxes collected on cotton subject to
penalty under said act for and during the year 1934-35."”

Bec. 3. That section 6 of the aforesaid act be further amended by

adding the following paragraph:

“Members of county committees and community committees
authorized to make allotments within any county or community
shall be selected by the county commissioners, and in the event
there are no county commissioners, that the ordinaries (or officials
holding like office) of the respective counties or communities in
which such members are authorized to act make the selection,
under regulations to be prescribed by the Secretary of the
Treasury.”

. WILLIAM B, BANKHEAD

The SPEAKER. The Chair desires to inform the House
that by reason of the authority conferred upon him by
House Resolution 72, he did on January 26, 1935, admin-
ister the oath of office to Hon. WiLLiam B. BANKHEAD at the
Naval Hospital in the city of Washington.

In this same connection the Speaker wishes to say that
he was very happy to find the gentleman from Alabama
improving and very hopeful of being able to be back in the
House before a great while; and the gentleman from Ala-
bama wished me to convey his regards to all of his col-
leagues in the House. [Applause.]

Mr. TAYLOR of Colorado. Mr. Speaker, I offer the fol-
lowing resolution for immediate consideration.

The Clerk read as follows:

House Resclution 75

Whereas William B, Bankhead, a Representative for the State
of Alabama, has been unable from sickness to appear in person
to be sworn as a Member of this House but has sworn to and
subscribed the oath of office before the Speaker, authorized by
resolution of this House to administer the ocath, and that sald
oath of office has been presented in his behalf to the House, and
there being no contest or question as to his election: Therefore

Resolved, That said oath be accepted and received by the House
as the oath of office of the said Willlam B. Bankhead as a Mem-
ber of this House.

The resolution was agreed to.

Mr. LUCKEY. Mr. Speaker, I ask unanimous consent to
insert in the REcorp at this point a resolution passed by the
Nebraska State Senate January 22, 1935, memorializing the
Congress of the United States to include building of three
interstate bridges across the Missouri River as public works
projects.

Mr. SNELL. Mr, Speaker, reserving the right to object,
we have always inserted these matters in the REcorp.

Mr. O'CONNOR. Mr. Speaker, reserving the right fo
object, those petitions which come to us from States are
usually referred to the end of the Recorp after the day’s
proceedings. It is not customary to insert them in the body
of the REcorp because there are so many of them. I, per-
sonally, however, have no objection.

Mr. SNELL. I have no objection in this instance but we
do not want to start this habit.

The SPEAKER. Is there objection to the request of the
gentleman from Nebraska?

There was no objection.

The resolution referred to follows:

Resolution
Memorializing the Congress of the United States to include build-
ing of free interstate bridges across the Missouri River as Public

Works Administration pmjects

(Introduced by Senators Neumann, Dafoe, Howell, Sullivan,

Carsten, Wells, Crowley, Jelen, and McMahon)

Preamble

Whereas in many instances the United States of America, through
its Public Works Administration, has considered Federal aid, in
whole or in part, on intrastate bridges within the State of Nebraska
feasible projects to alleviate distress of the inhabitants of this State
accentuated by the 1934 destructive drought; and

Whereas the effect of the withering drought still pinches our
people and work relief is imperative if our State is effectively to
carry on until private industry can absorb our employables now out
of jobs: Now, therefore, be it

Resolved by the Senate of the State of Nebraska in fiftieth session
assembled—
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1. That this house hereby respectfully petitions and memorializes
the Congress of the United States to provide further assistance
through its Public Works Administration to consider the immediate
public necessity of 100 percent Federal participation in free inter-
state bridge projects across the Missouri River at South Sloux City,
Nebr.; Blair, Nebr.; Omaha, Nebr.; Platfsmouth, Nebr., Nebraska
City, Nebr.; Louisville, Nebr.; Decatur, Nebr.; Brownville, Nebr.; and
Rulo, Nebr.; or at such other locations across said river as good
engineering and public necessity require.

2. That the secretary of the senate is hereby ordered and directed
forthwith to forward a copy of this resolution, properly authen-
ticated and suitably engrossed, to the President of the United
States, the Vice President of the United States, the Speaker of the
House of Representatives, and to the United States Senators repre-
senting the State of Nebraska and to the Congressmen in the House
of Representatives of the United States representing the State of
Nebraska, to take such steps as may be necessary to provide for free
interstate bridges across the Missouri River and thus afford the
citizens of our State immediate relief, which is desperately needed.

RECONSTRUCTION FINANCE CORPORATION

Mr. STEAGALL. Mr. Speaker, I ask unanimous consent
that it shall be in order tomorrow to consider the bill (S.
1175) to extend the functions of the Reconstruction Finance
Corporation for 2 years, and for other purposes.

Mr. SNELL. Mr. Speaker, reserving the right to object,
and I am not going to object to taking up this bill, because
I think it is very important that it should be taken up right
away, can the gentleman inform the House whether hear-
ings on the bill are available at the present time?

Mr. STEAGALL. Mr, Speaker, the hearings have just
been concluded. We hope to have them available very
shortly. I may say for the information of the gentleman
from New York that the hearings are short. Because the
House bill has just been reported we are going to take up
the Senate bill in order o expedite passage.

Mr. SNELL. Will the hearings be printed in plenty of
time to give us an opportunity to study the provisions of
the bill?

Mr. STEAGALL. I am sure the gentleman will be satisfied
with the provisions of the bill,

Mr. SNELL. Has there been a liberalization of the powers
of the R. F. C. with reference to granting loans to industry,
and so forth?

Mr. STEAGALL. We think we have liberalized the pro-
visions of the law in a way that will meet the wishes of the
gentleman from New York and the rest of us who have
found greater difficulty in obtaining industrial loans than
we had hoped would be the case under the law passed in
the last session.

Mr, SNELL. How much general debate will there be on
the bill?

Mr. STEAGALL. That I am unable to say; the House has
not yet decided that.

Mr. SNELL. There is no objection on this side so far as
I know.

Mr. PATMAN. Mr. Speaker, reserving the right to object,
I would like to ask the chairman if he would ask for suffici-
ent time in general debate to give some of us opportunity to
be heard. I am interested and would like some time.

Mr. STEAGALL. I think we can accommodate the situa-
tion.

Mr. PATMAN. I would be very glad if the gentleman
could assure me that I may have some time.

Mr. STEAGALL. I should be glad to do so, but I cannot
say to the gentleman just what arrangements will be made
about the time.

Mr. PATMAN. But the gentleman will keep it in mind?

Mr. STEAGALL. I certainly will.

The SPEAEER. Is there objection to the request of the
gentleman from Alabama that it shall be in order tomorrow
to consider the bill (8. 1175) extending the life of the Recon-
struction Finance Corporation under the general rules of the
House?

There was no objection.

COMMITTEE ON BANKING AND CURRENCY

Mr. STEAGALL. Mr. Speaker, I ask unanimous consent
that the Committee on Banking and Currency may sit during
the session of the House this afternoon.
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The SPEAKER. Is there objection to the request of the
gentleman from Alabama?

There was no objection.

Mr. STEAGALL. Mr. Speaker, I wish also to ask unani-
mous consent that the Committee on Banking and Currency
have until midnight tonight to file a report on the hill (S.
1175) to extend the functions of the Reconstruction Finance
Corporation for 2 years, and for other purposes.

The SPEAKER. Is there objection to the request of the
gentleman from Alabama?

There was no objection.

SENATE BILL REFERRED

A bill of the Senate of the following title was taken from
the Speaker’s table and under the rule referred as follows:

S.1175. An act to extend the funciions of the Reconstruc-
tion Finance Corporation for 2 years, and for other purposes;
to the Committee on Banking and Currency.

THE TREASURY AND POST OFFICE DEPARTMENTS APPROPRIATION
BILL, 1836

Mr. ARNOLD. Mr, Speaker, I move that the House resolve
itself into the Committee of the Whole House on the state of
the Union for the consideration of the bill (H. R. 4442) mak-
ing appropriations for the Treasury and Post Office Depart-
ments for the fiscal year ending June 30, 1936, and for other
purposes.

Pending this motion, may I suggest to the gentleman from
New York [Mr. Taser] that we let general debate continue
throughout the day without limit of time, one-half to be
controlled by the gentleman from New York and one-half by
myself.

Mr. TABER. That is satisfactory to me.

The motion was agreed to.

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union for the con-
sideration of the bill (H. R. 4442) making appropriations for
the Treasury and Post Office Departments for the fiscal year
ending June 30, 1936, and for other purposes, with Mr. BoL-
WINKLE in the chair.

The Clerk read the title of the bill.

The first reading of the bill was dispensed with.

Mr. ARNOLD. Mr. Chairman, I yield 15 minutes to the
gentleman from Connecticut [Mr, KoPPLEMANN].

Mr. KOPPLEMANN. Mr. Chairman, one of the most im-
portant pieces of legislation passed by the Seventy-third Con-
gress was that which extended the financial aid of the Govern-
ment to the help of distressed small businesses and industries.
Such aid had been available to larger industries, financial in-
stitutions, and railroads through the functions of the Recon-
struction Finance Corporation. The small business man and
small manufacturer, however, whose business in many cases
forms the main commercial enterprise of many small towns,
found himself strapped so far as credit was concerned. He
had no recourse for the financial aid which he so sorely
needed. Thousands of these concerns went bankrupt, in

many instances paralyzing the commercial activities of entire.

communities,

As recovery began to take form, stimulated and encouraged
by the new deal legislation, new orders and increased busi-
ness offered hope for renewed activity to countless of these
small businesses and industries which had survived the
depression. Ordinarily they would have gone to their banks,
obtained the credit and loans which they needed, expanded
their operations which had been dormant or greatly cur-
tailed during the previous 3 or 4 years, added to their employ-
ment rolls, and, in general, contributed materially to the
returning prosperity of the community in which they were
located.

But there were no credit facilities to be had. Banks either
could not or would not loan fo these small businesses and
industries, which form the background of the commercial
enterprise of this country. They cried aloud for help, and
help was not forthcoming where ordinarily it would have
been. !

It was to save the situation that Congress passed in the
closing days of the last session the loans-to-industry law,

CONGRESSIONAL RECORD—HOUSE

JANUARY 28

which opened up the resources of the Reconstruction Finance
Corporation and the Federal Reserve System to the small
industrial concerns.

A new hope spread through industry and business. Thou-
sands who had been hanging on literally by the “skin of
their teeth " breathed again freely, seeing in this far-sighted
and liberal legislation a chance to go on, to develop, and to
give employment and join with other concerns in the pros-
perity which was returning to America.

Applications for loans poured into the Reconstruction
Finance Corporation and the Federal Reserve banks.
Within a few weeks after the passage of the law the facilities
of these two agencies were opened up to the industrialists
who applied for loans.

It is 7 months since the law was passed; it is fully 6
months since the offices set up under the law began operat-
ing. The law was passed as an emergency legislation to
relieve a situation existing 6 months ago and not some time
in the distant future. How many concerns which have ap-
plied for help, to which they were entitled under the pro-
visions of the law, have actually received such help? The
figures of the Reconsiruction Finance Corporation and the
Federal Reserve banks combined indicate that something
around 20 percent of the total amount of money authorized
by Congress for the purpose of aiding America’s small busi-
nesses and industries has been so used up to the present time.
At that rate it would require something like 5 years to use
up all the money which was authorized and which sum of
money was intended for immediate use to help American
business which needed that help at once. They will not
need help 5 years from today—many of them will be beyond
help 5 months from today.

In my own district I know of a number of concerns which
applied for help under the provisions of this law and did
not receive it. In some of these instances a conservative
banker reviewed the cases for me and advised they were
good risks. That situation must be true in other parts of
the country because of the appallingly low number of loans
which have been granted by the Reconstruction Finance
Corporation and Federal Reserve banks.

The information which is available at this time concern-
ing the extent of assistance which has been given to the
small manufacturer and the small business man under the
provisions of the loans-to-industry law indicate that in
round figures $34,522,000 has been loaned by the Recon-
struction Finance Corporation and $55,000,000 has been
loaned by the Federal Reserve banks.

May I say here that that $55,000,000 represents both the
amount of commitments actually made and the loans which
have been approved but the funds of which have not yet
been disbursed.

In other words, whereas the law authorized the Recon-
struction Finance Corporation to use up to $300,000,000 of
its funds for the purpose of loaning direct to industry and
authorized the Federal Reserve banks to loan up to $280,-
000,000 for this purpose, to date but a total of $89,522,000
has been so used. About 20 percent of the assistance which
Congress intended that it should receive during the past 7
months has actually been given to the small American
industry and business.

Obviously something has to be done, and done immediately.
The law must be liberalized along lines which will enable the
small business man and manufacturer, whom it is intended
to aid, to secure that assistance—first, without suffering the
long delay which applications thus far submitted for the
most part have had to endure; secondly, without the great
expense which the preparation of data and information for
submission to the loaning agency in connection with the
application has enfailed to the manufacturer and business
man; and, third, a more personal attitude on the part of
the loaning agency toward the applicant. We must deviate
from the hard-boiled methods of making such unreasonable
demands for collateral as automatically rule the applicant
out. The emergency has not yet passed, and in the admin-
istration of this law we have no right to be more stringent
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than reasonable care and the adequate protection of the
loan requires.

In this connection it might be advisable to consider the
establishment of intermediate-credit banks to handle this
matter of loaning direct to industry. Such intermediate
banks would be set up only for the purpose of dealing with
trade and industry. Their functions would be quite apart
from those of the ordinary commercial bank. They would
operate solely for the purpose of investigating applications
for loans, advising the applicants; and if the loan were
granted, act in a supervisory capacity until such time as the
loan was repaid and the concern back on its feet. Theirs
would be the exclusive task of assisting American trade and
industry to regain its foothold on American enterprise.

In connection with credit banks for industry, it is an-
alogous to cite the existence of the Federal intermediate-
credit banks which have been established for agriculture and
which operate solely for the relief and the assistance of
agricultural enterprise. :

Mr. Chairman, I ask unanimous consent to have inserted
in the REcorp an analysis of the report of an investigation
which has been made on the credit requirements of the small
industry for recovery, which was prepared for the Small
Industries Committee Business Advisory and Planning Coun-
cil by Dr. Theodore N. Beckman, who was in charge of the

survey.
The CHAIRMAN. Without objection, it is so ordered.
There was no objection.
The matter referred to is as follows:

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

From data submitted herewith it is apparent that a strong feel-
ing has been prevalent for some time that the “small business
man " has suffered unduly during the depression and that he has
not benefited substantially from new-deal legislation. Espe-
cially numerous were complaints against the present credit situa-
tion. Berious charges have been made to the effect that it is
virtually impossible for the small industrialist to obtain needed
capital for working purposes or for long-time requirements, that
banks and other normal credit sources have refused to extend
necessary and justifiable accommodations, and that industrial
recovery will come to naught unless recognition is given to the
thnaeds of small business and adequate provision is made to meet

em.

This survey was undertaken by the Depariment of Commerce,
with the cooperation of the Business Advtsoaeand Planning.Coun-
cil, in to a growing demand for real facts, It was
done in the hope that needed light will be thrown on this dark
spot of our economic life, and that the findings, if corroborative of
the allegations, may suggest constructive measures which will
speed recovery and extricate the small business man from his
financial difficulties.

SCOPE OF THE SURVEY

For the sake of simplicity and homogeneity, it was decided to
limit the investigation to industry and not to include trade, con-
struction, etc. Questionnaires prepared by the Bureau of the
Census were sent to every manufacturer employing on an average
of from 30 to 180 wage earners in 1033, but for final tabulation
purposes returns were included from concerns employing no less
than 21 and no more than 250 wage earners. The response was
immediate and enthusiastic. Such keen interest was displayed in
this inquiry that of the 16,500 firms to which the guestionnaire
was sent, over 46 percent submitted returns. Of these, 6,158 have
been found satisfactory for tabulation p . Purther evidence
of unusual interest in the survey is re d by the fact that 829
manufacturers took advantage of the space provided on the sched-
ule for comments, while several hundred others submitted sup-
plemental letters, expressing their views of the situation at con-
siderable length. The material contained In many of these letters
was deemed s0 valuable and pertinent that 263 of them were
excerpted for special study.

Bmall manufacturer in American industrial life: An analysis of
the place of the small manufacturer in American industry disclosed
the startling information that of all the manufacturing establish-
ments in existence in 1929, 87.1 percent operated on a small scale,
employing no wage earners or less than 250 per establishment.
These small industrialists absorbed 48.1 percent of the wage earn-
ers employed in industry, in addition to a large number of pro-
prietors and firm members.

In some industries the small manufacturer loomed even larger
as an employer of labor. In 7 of the 13 indusirial groups into
which the concerns have been divided, over one-half of the
earners were absorbed by the small manufacturer, and in 3 of the
major industrial divisions they cared for more than two-thirds of
all employees in their respective industries.

On the other hand, less than 8 percent of the manufacturing
establishments employed almost 52 percent of the wage earners in

ustry. This represents a concentration of power in the distri-
bution of employment that is fraught with grave danger.
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The existence of the small manufacturer is necessary to prevent
monopolistic abuses unless undue Federal regulation and control
of industry is resorted to. Thus, continued welfare of the small
manufacturer is soclally desirable and wholesome. It tends to
deflect criticism from the industrial giants, allays fear of control
by the few, and maintains a balance in our economic life. Bene-
fits from their continued profitable operation also inure to the
numerous small communities in which small manufacturers are
located, through deposits of funds in local banks, stabilization of
employment, and through the consumption of locally produced
materials. Small industry is so intimately woven into the eco-
nomic and soclal fabric of the Nation that no recovery is possible
without assurance of its economic well-being.

Extent of the credit problem: This study does not deal with the
problem of trade credit; it concerns itself entirely with credit from
banks and other financial sources. Whether adequate credit of
this type is available to small business men is no longer a matter
of debate or opinion. Of the 6,158 concerns included in this analy-
sis, 71.2 percent have been classified as borrowers of capital and
28.8 percent as nonborrowers or as concerns with no credit experi-
ence. From data it is evident that restrictive policles of financial
institutions have exacted a heavy toll from small manufacturers.
Of the 4,387 concerns with borrowing relationships, 44.8 percent

credit difficulty, {. e., they were unable to secure any
credit or their credit lines were unduly and dangerously restricted.
Projecting this percentage to embrace all manufacturers employing
less than 250 wage earners each, it is estimated that at least 65,000 .
are restricted in their operations by unusual credit stringency. It
is probable that manufacturers employing less than 21 wage earn-
ers have suffered to a greater extent from credit restriction; hence,
this estimate is deemed very conservative.

In nine of the Federal Reserve districts the percentage of borrow-
ing manufacturers experiencing credit difficulty was over 40 and in
no district did this figure fall below 32 percent. Nor was this situa-
tlon confined to a few industries. On the contrary, practically
every phase of American industrial life was affected by the restric-
tive influence of our financial structure. Manufacturers of food
products and textiles suffered as heavily as producers of heavy
goods. In most instances the smaller firms in each group studied
suffered to a proportionately greater extent, indicating possible size
discrimination even among the relatively small concerns included
in this survey.

Future credit requirements: Of the 1,964 manufacturers report-
ing credit difficulty, 1,253 estimated that they would need during
the present year 850,915,000 to meet maturing obligations; 517
estimated that they will require $14,779,000 during 1935 for the
some p . Annual estimated requirements were thus made
through 1938. Projection of these estimates to include all manu-
facturers of similar size and position in the United States indi-
cates over $2,000,000,000 will be required during the 5-year
period from 1934 through 1938 by manufacturers employing from
21 to 250 wage earners to meet maturing obligations already con-
tracted at the close of 1833 and those expected to be incurred
under normal operations. that the average length of
these loans is at the medial between 1 and 5 years, a revolving
fund of at least $1,100,000,000 would be required to meet antici-
pated needs of small manufacturers having credit difficulty. In
addition, they will require funds for working capital, the amount
of which could not even be approximated from the data now
available. .

Financial position and credit standing of small manufacturers
reporting credit difficulty: It has been often stated that banks
are anxious to make loans to sound concerns but such firms do
not want to borrow. An analysis has therefore been made of the
financial condition and credit standing of the firms whose appli-
cations for credit were refused or whose credit limits were seriously
restricted. Financial data submitied by each firm included in
the survey were carefully edited to make sure of their contents
and were next subjected to analysis.

Two of the most important ratios normally used in the analysis
of credit risks were developed for each concern for 1933 and,
wherever given, also for 1929 and 1926. BSimilar ratios were also
developed for concerns reporting no such difficulty in order that
comparisons may be made between the two classes of risks. Sur-
prising as it may seem, a great many of the manufacturers who
could secure but limited funds or none at all were financially
sound and would normally be regarded as most acceptable credit
risks, Of the 1,864 firms reporting credit dificulty, no less than
450 or 239 percent had current ratios of 3, and over 818 or
41.7 percent had current ratios of 2 or more. Furthermore, 644
or 82.2 percent of these firms enjoyed net worth of debt ratios
of 3 or more and 40.5 percent of the establishments had such
ratios of 2 or better.

Again, 17.5 percent of the firms g credit difficulty had
both current ratios and net worth to debt ratios of 3 and over,
and 82.7 percent of the firms had both ratios as high as 2 or
better. It would appear, therefore, that at least one-third of the
firms suffering from credit refusal or restriction had $2 in current
assets for every dollar of current liabilities and had 82 of their
own funds In the business for every dollar owed to creditors
which is the equivalent of saying that they had §3 in assets to
meet every dollar of liabilities. Certainly such & financial condi-
tion should entitle the manufacturers to reasonable credit accom-
modations, particularly in view of the fact that a large percentage
of the manufacturers who no credit difficulty were in no
better financial condition. It is indeed an economic mystery of
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mysteries.
thought.

A further analysis of data submitted by 1,346 identical firms
for 1926 and 1929, as well as for 1933, showed that the change
in their financial condition has been rather small. Approxi-
mately 13 percent of the firms registered a decline in their cur-
rent ratios from 3 or better to a lower ratio grouping, and the
firms with a ratio under 1.0 increased from 11.4 percent in 1826
and 10.1 percent in 1929 to 21.8 percent in 1933. The shifts in
the intermediate groups were also slight, indicating that most of
these establishments were in as good a financial condition in 1933
as they were in the prosperous year of 1829, or in the normal
year of 1926, yet were unable to secure needed accommodations
from banks, I

In order to check the credit worthiness of these manufacturers

further, a test was made of 620 firms each of which enjoyed both
a current ratio and a net worth to debt ratio of 2 or better.
Credit ratings were examined for each of these firms in Dun &
Bradstreet's rating book. Although these are only small in-
dustrialists, it was found that 236, or 38.1 percent, of the firms
were rated high and 157, or 25.5 percent, were rated good. In
other words, almost two-thirds of these firms were most atceptable
credit risks not only on the basis of their sound financial posi-
tion, but also on account of their credit worthiness as judged by
character or willingness to pay their obligations at maturity and
by their capacity as determined by efficient business management.
Another 78 of the firms were rated fair. Many of these are
‘normally acceptable credit risks. It is therefore certain, on the
basls of this analysis, that at least one-half of the manufacturers
reporting credit difficulty would have enjoyed normal credit ac-
commodation had it not been for a drastic and sudden change in
the standards, policies, and requirements of banks and other
financial organizations, and that probably many others would
have qualified under normal competitive conditions.
- Normal sources of credit: This survey furnishes valuable in-
formation as to the sources normally used by small manufacturers
to finance their businesses. Of the 1,964 concerns reporting credit
difficulty, 1,872 indicated sources normally used by them. Study
of these data shows that 81.9 percent of the firms normally de-
pended upon banks for credit accommodations for working-capital
requirements. Approximately 8 percent supplied their own work-
ing capital, while 6.1 percent used personal and private loans,
and 3.1 percent obtained such funds from the sale of stocks.

Likewise, 2,217 of the 2,423 firms reporting no credit difficulty
reported on this item. Their reliance upon banks was even
greater, 89.5 percent of the establishments advising such a source
for working capital loans. Only 5.7 percent financed their own
requirements, while 3 percent obtained personal or private loans.
It is apparent, therefore, that the dependence of small manu-
facturers on banks as a source of credit for working capital has
been of the first magnitude. Sudden disruption of their in-
dustrial 1life necessarily has resulted from credit restriction.

Further than this, the small manufacturer has been encouraged
by banking institutions to use them for both intermediate and
long-term loans, as well as for short-term credit. Of the 1,153
firms suffering from credit restriction which reported sources used
for long-term requirements, 17 percent were dependent upon com-
mercial banks, notwithstanding the fact that commercial banks are
not technically regarded as investment-credit sources. Bonds or
stocks and mortgage companies were used by only 25 percent of
the firms reporting difficulty.

The data are much the same for firms reporting no credit difi-
culty. Of the 724 concerns supplying information on this point,
19.9 percent used commercial banks and approximately 25 percent
used normal investment-credit sources for long-term loans.

The most tragic story was told, however, by the 47.9 percent of
the firms having credit dificulty and the 40.1 percent experiencing
no commercial-credit difficulty which reported that no sources
were available to them for long-term credit. Stated otherwise,
it appears that while 44.8 percent of all firms reporting credit
experlence either could sectire no loans or were severely restricted,
an additional 40 percent of the remainder who considered their
credit unrestricted had no available sources for long-term credit.
Conservation in the preparation of this survey has led to the con-
sideration of only 44.8 percent of the firms borrowing as having
credit difficulty because this number so replied to a direct guery
concerning difficulty in obtalning credit. It is manifest, however,
that restriction of long-term credit was a fact insofar as 40.1 per-
cent of the firms reporting no commercial-credit difficulty is con-
cerned. If these concerns were included with those experiencing
difficulty, the number of manufacturers affected by credit strin-
gency would be 669 percent of all borrowing concerns.

Complaints by manufacturers: Criticism of the inadequacy of
the present sources of capital credit was received from & large
number of small manufacturers. Contrary to what might have
been expected, serious criticisms were advanced by all classes of
manufacturers regardless of whether they had credit difficulty or
whether they customarily borrowed. The nature and extent of
these criticisms are an excellent barometer of the credit problems
of small industry. Very few appear to be sarcastic or vindictive.
On the whole, they appear to be the result of careful thought and
are sincerely prepared expositions of manufacturers who have been
the foundation of our industrial order. They are the prayerful
appeal of men who have faced the depression with stolld faith,

. hoping against hope that their business could survive. The bias
manifested by them is trivial compared with the faith and courage
expressed.

It 18 a financial puzzle that baffles the sincerest
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- Their criticisms are principally leveled against the sudden
changes in bank policy, the attitude of bank examiners, the fail-
ure of the Federal Reserve System to meet the situation, and the
utter collapse of the Reconstruction Finance Corporation as a
means of direct aid to industry.

They contend, and from the factual material available there is
much merit to their argument, that the mania for liquidity on the
part of certain bankers and fostered by Federal bank examiners is
largely responsible for the failure of other heroic efforts on the
part of the present administration to bring prosperity out of
chaos. They further contend that the amassing of large sums in
the hands of bankers without distribution of these moneys to
industry through loans reduces employment, restricts production,
and curtails consumption.

They also complain that such new-deal legislation as the class
amendment to the Federal Reserve Act and the industrial loan
amendment to the Reconstruction Finance Corporation Act are not
put into effect by those responsible for their enforcement because
they, too, are bankers and cannot, or will not, use the discre-
tlonary powers envisioned by the administration and Congress to
assist industry.

These are not an expression of the views of the author of this
report, but are a summation of the thought of small indus-
trialists. .

That there is justification for some of these criticisms is indi-
cated by the urgent needs of small industry as viewed by the
manufacturers themselves. Many reported unfilled orders now
on hand for which working capital cannot be secured. Others
require funds to purchase machinery and equipment, to expand
thelr plants, conduct sales campaigns, etc. Still others require
funds to continue their whole-hearted compliance with National
Recovery Administration codes which necessitate increased em-
ployment and purchase of raw materials at higher costs. Indeed,
In many cases the urgency of immediate credit aid is so great
that some firms, with large unfilled orders already on hand, face
complete shut-down of their plants with consequent unemploy-
ment and bankruptcy.

Recommendations: While the factual data presented in this
survey deal enfirely with small industrialists, their predicament
is undoubtedly also shared by establishments in other economic
activities. It is believed that channels of trade and commerce
are likewise affected by the lack of financial aid for small whole-
sale and retail establishments. Due in part to N. R. A. codes, It
is claimed, even normal frade-credit accommodations have been
restricted. In the consideration of remedies, therefore, their
position should also be taken into account and adequate provision
be made to meet their needs.

Chapter IX of this report sets forth in some detail policy and
regulatory measures to be taken and permanent legislative reme-
dies, the former of which, it is recommended, be placed in
immediate effect.

_In general, capital requirements of small business enterprises
now operating may be divided into three types. First, there are
seasondl and other temporary capital requirements incident to
current operations. Second, there is the capital required to main-
tain goods in process of production or trade, aside from fluctua-
tions of a seasonal nature. Third, there is the capital required for
maintenance of plant and equipment or for the procurement of
additional plant and equipment to meet growing needs. The dis-
tress now experienced by small business is apparently equally
severe in all three of these flelds of credit.

Obvlously there is no panacea for the present ills. ive
action must be taken on a wide front to meet and overcome the
obstacles faced by industry. No one of the three-policy or regula-
tory recommendations made herein will in itself solve the present
predicament of small industry, nor will any one of the legislative
measures proposed accomplish this p alone, but the effect
of all of them will go far toward mitigating this suffering.

Federal bank examiners: It is recommended that—

(1) Federal examining policy be immediately changed by specifi-
cally instructing bank examiners to stop marking as * slow loans "
notes now held by banks and made by small manufacturing estab-
lishments of character and which are properly secured;

(2) Bank examiners be instructed to consider the stable char-
acter of small manufacturing establishments when auditing bank
records with a view of extending rather than restricting credit;

(3) Bank examiners cease their insistence upon loans of a self-
liguidating nature until such time as new and permanent sources
of intermediate-term credit are made avallable;

(4) Bank examiners be instructed to obtain the viewpoint of
industrialists in carrying out their duties and'not maintain only
the financial outlook; and

(6) Provision be made to supervise the activities of bank exam-
iners to assure compliance with these regulations rather than leav-
ing the matter to their individual diseretion. :

Federal Reserve banks: Whether or not the Federal Reserve Sys-
tem should engage in making loans directly to industry is not a
question under consideration in this survey. Such loans have been
authorized by law and an attempt has been made by the Federal
Reserve Board to make the law effective. To date, however, the
results are highly unsatisfactory, It Is therefore recommended
that the Federal Reserve Board amend its policy toward industrial
loans by directing all affiliates to—

(1) Appoint to Federal Reserve district industrial advisory com-
mittees men who are in fact representatives of small industry and
who have no official banking connections;
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(2) Grant loans on a “ reasonable and sound basis”, as ed
by law, including in this judgment not alone present ability to
repay loans but character and credit standing as normally applied
in the analysis of credit risks;

s o DGty SAYequiring Miak Mt e AT peid WIOI
d of oans d within
3oré mon%hs?lguch 18 in direct contraveniion to the intent of
Congress in legislating that such loans be granted up to 5 years;

and

(4) Encourage affiliates when passing upon applications of small
manufacturers to use a latitude of discretion conducive to the
expansion of credit.

Reconstruction Finance Corporation: It is further recommended
that the Reconconstruction Finance ration take immediate
atepstochangeltspmmntpoucytomryuutthemmmathe
law “for the purpose of and increasing the employ-
ment of labor” by:

(1) Simplifying the machinery by which applications for loans
to industry are considered.

(2) Betting a definite time limit by which officials of the
Corporation must take action upon applications.

(3) Eliminating some of the red-tape as reflected by the size
of the application and the number and varlety of documents of
which it is composed, thereby reducing the cost incident to the
filing of applications and the complexity of the process.

(4) Reducing the collateral and other requirements to a mini-
mum commensurate with reasonable safety.

(6) Considering on a just basis the character and credit stand-
ing of applicants for loans as differentiated from a consideration
of present financial strength or profitable operation.

(6) Permitting the refinancing of present obligations, so as to
carry out the intent of the law as emergency legislation.

Coordination of our banking : Commercial banking in
the United States Is now being administered by 61 different au-
thorities. About 40 percent of all banking is conducted under
divergent laws of 48 States and the District of Columbia; the
remaining 60 percent, in actual practice, is under the jurisdiction
not of one Federal Reserve System, but of 12 such systems, because
of the great latitude under which each Federal Reserve bank
operates, Consequently, no national-bank credit policy is pos-
sible, nor is it possible for banks to exercise the necessary regula-
tory or controlling influence over economic activity.

In order fo speed economic rehabilitation and establish banking
on a sound basis, it is recommended that legislation be enacted
to coordinate and unify our commercial system so as to
eliminate free competition in banking, lax and divergent super-
vision, and strong local influence. This can be done, first, by
encouraging banks to join the Federal Reserve System, and second,
by coordinating all such banking under the

To accomplish the first step, Congress should amend the Fed-
eral Deposit Insurance Act to:

(1) Require all banks operating under this act to become mem-
bers of the Federal Reserve ; and

(2) Make bank operation without the benefit of Federal deposit
insurance unprofitable by placing a sufficiently heavy tax upon
such operations.

The second step is not so much a matier of legislation as it is a
problem of administration. The Federal Reserve System should
be administered in the spirit of the law creating it by—

(1) Assuming the responsibilities given to it under the law; and

(2) Bringing about greater homogeneity in the development
and promulgation of all national credit policies.

The growing tendency on the part of officials of the Federal
Reserve Board to pass on to each district the responsibilities
which by law rest primarily upon it probably has contributed to a
large extent to present ultraconservative banking practice. For
example, the regulations and instructions issued by the Board
dealing with the industrial and commercial loan provisions of the
Glass Act of June 19, 1934, in effect give to each Federal Reserve
bank the authority to interpret the act in any manner it sees fit,
while at the same time it places responsibility upon each bank
that is fundamentally only the prerogative of the Federal Reserve
Board. This attempt to place discretion with full responsibility
upon each bank has resulted in no discretion, to the great detri-
ment of industry and commerce.

Becurities Act: A limited number of manufacturers have ex-

their belief that an amendment to the Securities Act is de-
sirable in order that security flotations by small manufacturing
establishments may be facilitated. On the basis of a study of the
facts in the situation, it is recommended that—

(1) Registration of securities be simplified and adapted to the

needs of each type of security issue and each type of issuer,
It is probable that after the first period of experimentation the
Securities and Exchange Commission will so modify the require-
ments for registration that the task will be simplified for small
concerns. No change in the law is necessary to accomplish this

purpose.

(2) In the examination of the registration statement and the
prospectus that is prepared for prospective purchasers of the se-
curity, less weight than at present be placed on the financial state-
ment of the fssuer and more on the t ability. It is
probable that in the long run more failures in business are caused
by inefficiency than by lack of capital. Inability fo operate a busi-
ness properly may result in a rapid dissipation of capital, to the
detriment of Investors, This, again, is a matter of policy which in
time the Commission may a.dopt of its own accord, and which re-
quires no further legislation.
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(8) The Securities Act be modified so as to eliminate penalties
for the “ omission of material facts”, unless such information is
specifically requested by the Commission. No responsible business
man should object to those parts of the act which require that
information given in the registration statement and in the pro-
spectus be true and representative of actual conditions. Issuers

false and misleading information in connection with
the sale of a security should be subject to punishment just as
those who use false or fraudulent methods in other respects. It is
also not unreasonable to require that sellers of securifies to the
public furnish information to the public with reference to such
securities, just as it is required of sellers of commodities sold in
interstate commerce. But to punish issuers for the “ omission of
material facts " is just as harsh as to punish vendors of merchan-
dise for failure voluntarily to point out the weakness or undesir-
able features of their products.

Industrial and commercial intermediate-credit banks: As has
been pointed out in a previous connection, approximately 20 per-
cent of the manufacturers reporiing on the subject utilized banks
for intermediate needs extending over a perfod of 1 to § years.
The virtual cessation of lending by banks, except for short-term
purposes and that on a restricted scale, has had an especially
disastrous effect upon small enterprises. In an effort to remain
solvent and to protect depositors, borrowers have been sadly
neglected.

Assuming that the remedial measures recommended up to this
point will be adopted, the problem of securing capital for inter-
mediate-term needs will still remain unsolved, although in a large
percent of the cases it represents the most urgent need. Loans for
60 to 90 days will not help to finance the large volume of more
or less permanent working capital necessary to start raw materials
through a long productive process or to replace depleted current
assets resulting from the depression. The withdrawal of commer-
cial bankers from this field leaves the small firm in an unusually
precarious position. It is, therefore, recommended that an inter-
mediate-term credit system be established for industry and trade.
The need for such a system has long been recognized by author-
ities, bankers, and business men.

In the report of the National Industrial Conference Board on
“The Availability of Bank Credit"”, published in 1932, it was
pointed out, first, that commercial banks prior to the depression
extended “a considerable volume of intermediate credit”, and
second, ' that it is natural that business demands for such credit
should be greater after 3 years of operating reverses than
formerly ”, due to an impaired working capital condition. The
question is then raised whether there is not a “real defect in the
American banking system because of the absence of specialized ™
institutions dealing in intermediate credit, just as in the case
o:.'ﬂ the Federal Intermediate Credit Banks established for agri-
culture.

Therefore, the recommendation is made that an Industrial and
Commercial Intermediate Credit System be established by an act
of Congress, so that the small industrial and commercial bor-
rower may have credit facilities similar to those already in exist-
ence to finance agriculture, urban real estate, railroads, and large
industrial enterprises. This system is to consist of a Central In-
termd.tate Credit Bank and 12 regional Intermediate Credit Banks
as OWS:

1. The Central Intermediate Credit Bank to be located in New
York City so as to obviate the necessity for a sepmtensualagent
and to be in close proximity to industry and trad

2. The Central Intermediate Credit Bank to be managed by a
governor and a board of directors.

3. Funds for lending purposes to be obtained by the Central
Intermediate Credit Bank

a. An initial capital stock of llOOOOOODO to be purchased by the

of the United States

b. An additional capital stock of $100,000,000 to be subscribed by
the Treasury of the United States, subject to call, in whole or in
part, by the directors of the central intermediate credit bank, on
80 days' notice to the Secretary of the Treasury.

¢, Issue and sale of collateral trust debentures, with a maturity
of not more than 5 years and not in excess of 10 times the paid-in
capital and surplus.

4. It shall be the function of the Ceniral Intermediate Credit

a. To make loans to the 12 regional Intermediate Credit Banks
on terms and conditions prescribed by the governor, who iz also

f the board of directors of the Central Inter-

b. To issue rules and regulations to the regional banks and to
exercise complete supervision over them.

6. The 12 regional intermediate credit banks for industry and
trade to be located in the same cities in which the Federal Reserve
banks are located.

6. It shall be thelr function—

a. To make loans directly to industrial and commercial enter-
prises. Individual loans will be large enough to justify direct
participation and thus eliminate the red tape which usually char-
acterizes indirect procedure.

b. To discount paper for banks and trust companles arising out
of intermediate loans to industry and trad

7. Borrowers from the regional Intermedlate Credit Banks to sub-
scribe to the stock in the Cenfral Intermediate Credit Bank an
amount equal to at least 5 percent of the loan obtained.

8. Interest rates on intermediate loans by the regional
banks to be at least 1 percent per annum higher than the redis-
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count rate by the Central Intermediate Credit Bank, but not less
than 3 percent nor more than 6 percent.

It is not the intention of this survey to present the legislative
details of the laws proposed or to point out the exact form which
the proposed regulatory or policy measures should take in the
administration of existing laws. An attempt has been made
merely to present the substance of the remedies proposed and
of recommendations embodied in this report. To date, the march
to economic recovery has been seriously retarded. It is believed
that the remedies herein proposed point the way to lasting im-
provement in business and to increased employment along a wide
front. 1

Mr. KOPPLEMANN. Mr. Chairman, this report substan-
tiates the statements which I have made today. The ma-
terial in this report is the compilation of information which
has been gathered in a survey conducted to secure an ac-
curate picture of the situation confronting the small indus-
tries of the United States. The purpose of this survey, as
is the purpose of my criticism against the present function-
ing of the loans-to-industry law, is to arrive at an efficacious
solution of this all-important problem to American com-
mercial enterprise.

While it is not my intention to offer Dr. Beckman’s report
as the cure-all of American industrial credit evils, I do
believe that it offers considerable provocation for serious
thought which will bring about corrective steps at once.
Bearing as it does the stamp of officialdom, it emphasizes the
need for immediate remedial action. Again I repeat that
American industry needs our help today and not some time
in the distant future.

Mr. BOLTON. Will the gentleman yield?

Mr. KOPPLEMANN. I yield to the gentleman from Ohio.

Mr. BOLTON. I have listened very carefully to the gen-
tleman’s remarks, and I am wondering if his membership
on the Banking and Currency Committee leads him to be-
lieve that the difficulty with industry lies either in the
administration of the law or in the law itself?

Mr, KOPPLEMANN. Both. The law itself was intended,
and the Congress intended in the writing of the law, that a
liberal interpretation should be placed upon the law. Un-
fortunately the law contained the phrase “ full and adequate
security ” which I may say to the gentleman has now been
stricken out. Because this phrase left considerable to the
judgment it obstructed the effective operation of the law.
What I am calling to the attention of the Congress is that
the law is being operated by the Reconstruction Finance
Corporation, the Federal Reserve banks, and organizations
which are primarily banking institutions and which have
the bankers’ attitude. Their interpretation of the law has
in many cases been so harsh that applicants for loans,
which in my opinion were justified, were unable to receive
such loans. [Applause.]

Mr. TABER. Mr. Chairman, I yield 15 minutes to the gen-
tleman from New York [Mr, MILLARD].

Mr. MILLARD, Mr. Chairman, I prefer not to yield until
I have concluded my remarks.

Mr. Chairman, a practice has recently grown up that I feel

should be brought to the attention of the Members of this
House, and which I feel should perhaps be made the subject
of an investigation by the members of the Committee on the
Post Office and Post Roads, so that those responsible for it
may be given an opportunity to defend themselves and to
make an explanation. :
* During the present administration it has been the practice
of the Postmaster General, when there were new issues of
stamps, to requisition from the Bureau of Engraving and
Printing the first few sheets printed, before they had been
gummed and perforated, autograph them, and present them
to a favored few of his friends., I am told that when the
Mother’s Day stamp was issued Mr. Farley autographed and
presented the first full sheet of 200 subjects to Mrs. Roose-
velt. Later he inscribed one of these imperforate sheets of
stamps for the President, Colonel Howe, and one for his own
children—Betty, Ann, and James Jr.

With the printing of the Wisconsin stamp which followed,
sheets are said to have been autographed by the Postmaster
General for the President, his secretary, Third Assistant
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Postmaster General, and this time one for each of Mr. Far-
ley’s three children.

When the National Park stamps were issued in July of last
year the weekly Philatelic Gossip commented:

As usual, sheets were autographed for officials of the administra-
tion, including the President.

The first sheet having been presented to Mr. Secretary
Ickes.

The American Philatelic Society feels that this new deal
in philately is a discrimination against the rank and file of
stamp collectors, becauce sheets of imperforate stamps are
not made available to them for purchase, but are autographed
and given to a favored few, and in most instances those few
officials of the Government.

The president of the local chapter of the society in my
own county informs me that he knows of collectors who
have paid as high as $175 each for the imperforate stamps
in pairs and in blocks. Two weeks ago, out of Norfolk, Va.,
there came a little dispatch for the papers saying that
one of those special souvenir sheets of Mother’s Day issue,
unperforated and ungummed, had turned up in the phila-
telic market and was quoted at some outlandish price be-
tween $20,000 and $30,000. It develops that a sheet of im-
perforate and ungummed stamps is a museum piece and of
great value. Iam credibly informed that there are 9,000,000
stamp collectors in the United States who purchased stamps
last year amounting to almost a million dollars. Any little
irregularity in a stamp creates a value entirely unrelated
to its nominal price. The Postmaster General has brought
out a lot of new issues on the theory that the people are
getting tired of the old ones. Up to the present time he
has turned out 20 special issues. There were 10 of various
denominations in the national parks series; 1 for the town
of Newburgh, N. Y., 2 for the Chicago exposition, 1 for the
N. R. A, 1 for Kosciusko, the Zeppelin flight stamp, the
Byrd “Little America” stamp, the Maryland commemo-
rative stamp, the Mother's Day issue, the Wisconsin Ter-
centenary stamp. -

There has been considerable comment upon this practice
in the press and a number of stamp clubs and chapters
of the American Philatelic Society from Maine to Cali-
fornia, including the Westchester County chapter, in my
own home county, have passed several resolutions protesting
it. In a resolution adopted January 18, 1935, the West-
chester County Chapter No. 85, asked that the officers of
the American Philatelic Society call to the attention of the
Post Office Depariment the policy of issuing imperforate
presentation sheets of stamps which they say causes con-
fusion and is detrimental to the best interests of Ameri-
can philately. The members believe that the practice
has continued to the further detriment of collectors of the
United States’ stamps, as some of those imperforate stamps
have already been offered for sale and there is nothing to
prevent any and all of them being offered at some future
time. The resolution asks further that the Post Office
Department recall and deliver to the Bureau of Engraving
and Printing, for destruction, all such irregular and contra-
band productions. It was further resolved that a copy of
the resolution be forwarded to President Roosevelf, a fellow
member of the American Philatelic Society, with the request
that he personally intervene in the matter in the interest
of collectors in general and for the preservation of the
credit of philately in the United States. This resolution
was passed after it was absolutely authenticated several
new stamps, including the Mother’s Day and the National
Parks stamps, had been issued before being perforated and
had found their way into the hands of dealers. The mem-
bers, in adopting the resolution, felt that such issuances and
practices have a strong tendency to cast suspicion that
favoritism is practiced by the head of an important depart-
ment of our Federal Government, who, like Caesar’s wife,
should be above and beyond suspicion.

In a poll taken by the National Federation of Stamp Clubs
it was found that the clubs are almost unanimously against
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the policy of giving out imperforate sheets of stamps to
favored individuals.

One of our colleagues has received a letter from a con-
stituent commenting on the practice of the Postmaster
General to which I have referred. I want to read from his
letter:

Mr. RANKIN. Will the gentleman give the name of the
writer of the letter? :

Mr. MILLARD. I will give it to the committee later,

Mr. RANKIN. Will the gentleman give it now?

Mr. MILLARD. No.

Mr, RANKIN. Then, Mr. Chairman, I object to the gen-
tleman reading the letter if he will not tell us who wrote it.

Mr. MILLARD. I am doing this in my own time.

Mr. RANKIN. The gentleman cannot read anything of
that nature in his own time except by unanimous consent
of the House.

Mr. SNELL., Will the gentleman yield for a question?

Mr. RANKIN. I do not have the floor.

Mr. MILLARD. I yield to the gentleman from New York.

Mr. SNELL. Mr. Chairman, I appreciate the objection
which the genfleman from Mississippi makes may be sus-

tained, but when the gentleman from New York [Mr. MiL- -

1aRD] gives the information to the House and tells us he will
give the writer's name to the committee, it seems to me that
is fair and it seems to me he should be allowed to read the
letter. I appreciate the gentleman may follow up his sug-
gestion with an objection.

Mr. RANKIN. I think the gentleman from New York
should give the name of the man writing the letter.

Mr. MILLARD. The name of the man is George R. M.
Ewing, 52 Vanderbilt Avenue, New York City.

The CHAIRMAN. Does the gentleman from Misslssippi
withdraw his objection?

Mr. RANKIN, Yes; the gentleman has complied with my
request.

Mr. MILLARD (reading):

Postmaster General Farley is presenting entire sheets of new
stamps to some of his friends, including the President. These
sheets are not perforated nor are they cut apart into small panes
of 50 to 100 as we buy them in the post office. Consequently they
constitute an entirely different variety of stamp from the perforated
stamps sold in the post offices. It is absolutely impossible for any
private citizen to buy any of these imperforate stamps. Conse-
quently anyone getting one of these sheets pays Farley the face
value and gets a sheet of stamps that is worth thousands of dollars
in the philatelic market.

As an example, several weeks ago I saw an unperforated sheet
of Mother’s Day stamps—200 stamps on the sheet (when cut into
panes, we bought them in small panes of 50) and it bore the sig-
nature of Mr, Farley on one of the sheet . The sheet of
stamps was sent to the Scott Stamp & Coin Co., 1 West Forty-
seventh Btreet, New York City, for them to purchase and the
owner asked $20,000 for the sheet. They cost 3 cents a stamp and
he asked 8100 a stamp from the dealers. The Scott Co. refused
to buy the sheet and sent it back. They will not divulge the name
‘of the owner to private individuals, but Hugh M. Clark (head of
the Scott Co.) has twice requested the local postal authorities to
send up an inspector to gquestion him, and he would give the in-
spector the information. His invitation has been absolutely
ignored to date.

Not only sheets of Mother's Day issue but of every issue brought
out under Fariey's supervision has been distributed, and some day
these are coming on the market—if not by the dpreaent holders,
then by their estates—and stamp collectors are going to be forced
to absorb United States stamps that they never had the oppor-
tunity to acquire when they were current. Naturally they will
be forced to pay through the nose—as they are being asked to do
at the present time.

I, personally, have been offered blocks of the 4-cent national
parks and the 8-cent national parks imperforated (and these can
only come from the presentation sheets) at $250 per stamp, $500
for a pair of stamps, and $1,000 for a block of four. They were
offered to me by a dealer, and he said they were offered to him from
a source in Washington in exchange for United States stamps that
the owner desired for his collection. I refused to buy and the
dealer later told me that he declined the order as he couldn'
place the stamps at that price—but, a few days later, he recelved
the same identical want list from a dealer in Wa&hlngton
other words, the owner found a Washington dealer he could du
business with.

So that you will not think that it is a case of “sour grapes”
with me relative to these unperforated sheets, I want you to know
that I own a pair of unperforated 2-cent national parks stamps
that I bought from a dealer (Eugene Klein) in Philadelphia in
September and pald him $250 for them. This was before I was
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aware of what was going on, and they were represented to me as
having been found in a post office out west, If we succeed in
getting the Department to issue these sheets unperforated, the
value of my pair will drop from $250 to 4 cents; nevertheless I
want to see it done.

In my boyhood days, like most of the rest of us, I col-
lected stamps but have never done so very seriously, and
while I agree with the collectors that there is unfair dis-
crimination here, I feel that a much more serious situation
has arisen whereby an official of the Federal Government
can make unlimited presentations of gifts not purchasable
in the open market, but which have a value in that market
of $20,000, or one even approximating that amount, From
this it is quite obvious that the monetary value of Mr,
Farley's gifts is tremendous.

I think my colleagues in the House will believe with me
that the Postmaster General should be given an opportunity
to make an explanation and I ask that this House authorize
the Committee on the Post Office and Post Roads to call the
Postmaster General and give him this opportunity, and that
he place before the commitiee copies of all requisitions and
invoices drawn by the office of the Third Assistant Postmaster
General on the Bureau of Engraving and Printing by the
Philatelic Agency or other sales agencies for imperforate
stamps since March 4, 1933, or beginning with the Newburgh
proclamation of peace commemorative stamp, and all cor-
respondence connected therewith.

Following is copy of the resolution of inquiry which I have
introduced today and which will be referred to the Committee
on the Post Office and Post Roads:

Resolved, That the Postmaster General be, and he is hereby
directed to furnish to the House of Representatives the following
information:

1. Whether imperforate, incomplete, or specially marked stamps
have, since January 1, 1933, been issued by the Bureau of Engraving
and Printing at the request of or with the consent of the Post Office
Department or any officer or employee of that Department.

2. Whether imperforate, incomplete, or specially marked stamps,
since January 1, 1933, have been knowingly distributed by the
Post Office Department, or any officer or employee of that Depart-
ment, other than through the regular channels of the Post Office
Department for sale to the publie.

3. Whether any stamps of special issues, since January 1, 1933,
have been distributed other than through the usual channels
of the Post Office Department for sale to the public.

4. The name or names of officers or employees of the Post Office
Department, if any, who have since January 1, 1833, authorized or
consented to the distribution of imperforate, incomplete, or
specially marked stamps or have distributed such stamps or any
stamps other than through the regular channels of sale to the
public, and the name or names of the person or persons to whom
such distribution has been made and the price or prices, if any,
paid by persons receiving such stamps.

This is a resolution which I placed on the desk this morn-
ing and which will be referred to the Committee on the Post
Office and Post Roads. I think the rights of 9,000,000
stamp collectors should be protected, and therefore I am
bringing this matter before the House at the present time.

Mr. FISH. Will the gentleman yield?

Mr. MILLARD. I yield to the gentleman from New
York.

Mr. FISH. May I ask the gentleman if he has any infor-
mation as to the accuracy of the statement that appeared in
the public press as follows:

Mr. Roosevelt, Mr. Howe, and Mr. Farley each have received
unperrnrated, ungummed sheets of all issues. There belng few, it
any, other such sheets in existence, each has received $340,000
worth of stamps.

[Here the gavel fell.l

Mr. TABER. Mr. Chairman, I yield the gentleman from
New York 3 additional minutes.

Mr. FISH (reading):

Mr. Ickes, with his 10 sheets of the park issues would have
$200,000 worth of stamps, although for some reason the park issue
seemed to command less money.

Mr. MILLARD. I have not all of that information, but
I do have information that the President has received all
20 and that Mr. Ickes has received 10. After the Philatelic
Society investigated, they gave me the information and the
proof that other people have received these stamps. How
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many I do not know. That is the idea of this inquiry I
am ing.
Mr. McCORMACK. Will the gentleman yield?

Mr. MILLARD. I yield to the gentleman from Massa-
chusetts.

Mr. McCORMACEK. Has the gentleman himself made
any inguiry of the Post Office Department for mforma.tion
with reference to this matter?

Mr, MILLARD. I think my secretary called up.there
yesterday.

. Mr. McCORMACK. Your secretary?

Mr. MILLARD. Yes.

Mr. McCORMACK. The gentleman himself has not
called up, but has introduced this so-called * resolution.”
Is that correct?

Mr. MILLARD. That is correct.

Mr. RANKIN. Mr. Chairman, will the gentleman yield?

Mr. MILLARD. Yes.

Mr. RANKIN. Has this practice been indulged in by
Postmasters General in the past?

Mr. MILLARD. I understand not.

Mr. RANKIN. Where did the gentleman get that infor-
ma.tlon?

. MILLARD. From the Post Office Department this
morn.ing

Mr. RANKIN. From the Postmaster General?

Mr. MILLARD. Not from the Postmaster General, but
from someone in the office there. I called up and wanted
to know if this had been the practice and they said that
never have they issued unperforated and ungummed stamps
before this time.

Mr. KELLER. Did they admit it had been done this time?

Mr. MILLARD. Oh, yes; the Postmaster General admits
that; and it is only a question of amount.

Mr. RANKIN. Mr. Chairman, will the gentleman yield
further?

Mr. MILLARD. Yes.

Mr. RANKIN. As I understand from the gentleman’s
argument, he does not contend that the Government lost
any money in fhese transactions?

Mr. MILLARD. The Government did not lose any money;
no. They paid 3 cents apiece for them, but they got $60
instead of $20,000, which they would be worth fo the
philatelists.

Mr. O'CONNOR. Mr. Chairman, will the gentleman yield?

Mr. MILLARD. 1 yield.

Mr. O'CONNOR. The gentleman knows that by reason of
the issuance of these stamps millions of dollars of revenue
come into the Post Office Department., Thisiaaverysub—
stantial source of income.

Mr. MILLARD. Notthesestamps.lwmmytothegen-
tleman from New York.

Mr. O'CONNOR. Oh, yes; from these new stamps.

Mr. MILLARD. Not from unperforated and ungummed
stamps.

Mr., O'CONNOR. I mean from the issuance of new
stamps. I understand the issuance of the George Washing-
ton Bicentennial stamps brought in $1,000,000.

Mr. MILLARD. That is correct; but that has nothing to
do with this argument. [Applause.]

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield 5 minutes to the
gentleman from Mississippi [Mr. RANKIN].

Mr. RANKIN. Mr. Chairman, I regret that the gentleman
from New York [Mr. Miurarp] did not at least show the
Postmaster General the courtesy to first take this proposi-
tion up with him. I am sure that the Postmaster General
will be pleased to give the facts.

The gentleman from New York [Mr. MiLLARD] admits that

the Government lost nothing in this transaction; but from |

the headlines that appeared in the papers you would think
there had been a raid on the Federal Treasury, and even
from a reading of the gentleman’s interview of last Sunday,
until you got almost to the last of it, you would have received
that impression.

If there has been anything done that should not have been
done, I for one am more than willing to have it investigated;
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but it seems to me that the genfleman from New York is
rather hurried in his attempt to rush into the Well of the
House and raise this question against the present Postmaster
General when he slept through a former administration,
when a former Postmaster General was making mail con-
tracts that were unconscionable; unreasonable, and by which
the Government was losing millions of dollars.

Mr, BQILEAU. Mr. Chairman, will the gentleman yield?

Mr, RANKIN. Yes; I yield.

Mr, BOILEAU. The gentleman has stated there Was no
raid on the Treasury, but if what the gentleman from New
York has stated on the floor here is true someone certainly
received something that they should not have received.

Mr. RANKIN. AsIsaid, I am not objecting to the investi-
gation, but I am calling attention to the fact—and the gen-
tleman from Wisconsin will agree with me—that the gentle-
man from New York was a Member of the House when these
mail contracts were being made that no man in good con-
science can defend on the floor of this House or elsewhere.
I want to congratulate the gentleman from New York on his
revival of righteousness; and now, while they can do so with-
out losing any political prestige, I should like to see it spread
through the entire Membership on the other side of the
House. I should like to see it become retroactive. I hope it
will even extend back as far as Teapot Dome, because they
must get forgiveness for all their sins if they are going to be
received back into the fold of righteousness by the American
people. [Laughter and applause.]

Mr. BOILEAU. I have always regarded the gentleman
from Mississippi as being very fair.

Mr. RANKIN. I thank the gentleman and return the
compliment.

Mr. BOILEAU. I think, however, in this instance, the gen-
tleman is apparently putting up a smoke screen of somebody
else’s misbehavior to cover up, apparently, what I would not
say is misbehavior, but certainly an indiscretion.

Mr. RANKIN. I will say to the gentleman from Wisconsin
that I am not objecting to this investigation at all, but I do
think, in all fairness to the Postmaster General, the distin-
guished gentleman from New York [Mr. Mirrarp] should
have taken this up with him before coming into tlic well of
the House and making this attack.

But the point to which I was calling attention is the fact
that during all the days of a former administration, when
mail contracts were being made by which subsidies were
given to certain interests that were shown to have contributed
heavily to the Republican campaign fund, the gentleman
from New York [Mr. MiLLarp] was as meek as a mouse so far
as raising the question of the propriety of such dealings was
concerned.

Mr. PERKINS. Mr. Chairman, will the gentleman yield?

Mr. RANKIN. I yield to the distinguished gentleman
from New Jersey.

Mr. PERKINS. The gentleman is not erecting a smoke
screen, because a smoke screen obscures. The gentleman is
drawing a herring across the trail, which detracts.

Mr. RANKIN. I will ask the gentleman from New Jersey
not to follow the herring, as he did under the former ad-
ministration.

Mr. O'CONNOR. Mr. Chairman, will the gentleman yield?

Mr. RANKIN, I yield.

Mr. O'CONNOR. I have just looked at the resolution and
I find it has no title on it as most resolutions have. Does
not the gentleman think that for the benefit of the country
in these days of relief measures it might be entitled “A bill
for the relief of the distressed philatelists "'?

Mr. SNELL. You can do almost anything under your
present relief bill, and you can probably attend to that.

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield the gentleman
from Mississippi 2 additional minutes.

Mr. RANKIN, I think the gentleman from New York
[Mr. O’Connor] is entirely correct. He has made a good
suggestion.

But you know it makes a great deal of difference whose
ox is gored.
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The point I am making is the fact that stamp collectors
are being gouged, according to the statement of the gen-
tleman from New York [Mr. Miurarpl; but in the other
case I mentioned the American taxpayers were being gouged
for millions of dollars, and the gentleman from New York
took no notice of it, so far as the Recorp shows.

Mr. McCORMACK. Will the gentleman yield?

Mr. RANKIN. I yield.

Mr. McCORMACK. Something has been said about a
smoke screen and dragging a herring across the path. The
gentleman knows that the herring came from the Republi-
can side because of the wonderful activities of the chairman
of the Democratic committee.

Mr. RANKIN. Nobody discovered it until it was men-
tioned by the gentleman from New Jersey [Mr. Perrins],
whom I regard as one of the ablest men on the Republican
side. Things must be bad when he rises to protest, for he
sat here under Republican misrule for 12 years and said
nothing.

Mr, ALLEN. Will the gentleman yield?

Mr. RANKIN. I will

Mr. ALLEN. Are the rugs in the Postmaster General’s
office still there?

Mr. RANKIN.. I think the ones the Democrats bought are
still there, The others probably disappeared with the Re-
publican administration. [Laughter.]

Mr. TABER. Mr. Chairman, I yield 2 minutes to the
gentleman from Illinois [Mr. ALLEN].

Mr. ALLEN. Mr, Chairman, the gentleman from New York
[Mr. Meapl, Chairman of the Post Office Committee, and
myself have infroduced practically identical bills which would
authorize the Secretary of the Treasury on recommendation
of the Postmaster General to purchase closed State and
national banks suitable for post offices and at the same time
relieve bank depositors throughout the United States. We
all know that throughout the United States there are hun-
dreds of closed banks that are now empty. We know that it
is practically impossible to sell these wonderfully constructed
buildings to any business man to be used as a business house.
They are lying idle, while the United States Government is
renting inadequate buildings for postal use. In many in-
stances the Government is building post offices in the same
towns where these closed banks are located. In one town in
my district—and there are probably similar cases in every
district—a State bank has closed its doors. The cost of the
bank building was $60,000. It was built about 10 years ago.
It would cost the Government about 20 percent of the con-
struction cost. It is located in the center of the town and
would make an ideal post office. Under existing law the Gov-
ernment can only buy sites and build post offices, To me it
seems ridiculous that the Government cannot buy a bank
building at a cost of 20 percent, admitting that the particular
bank would meet all the requirements for a post office. Most
of the closed banks are in good condition, but for those that
need repair or remodeling my bill provides that the Govern-
ment can spend 10 percent for necessary repairs on closed
bank buildings costing $50,000 or over; it provides for 20
percent of purchase price for repairs on buildings purchased
for under $50,000.

Enactment of this bill will facilitate the payment of deposi-
tors, because, as I have stated, most bank buildings are
unsuitable for general business, therefore would continue to
be idle, thus making a continual drain on the depositors for
taxes and confinual repairs.

I would like to see this bill enacted into law.

Mr. ARNOLD. Mr. Chairman, I yield 30 minutes to the
gentleman from Texas [Mr. Crossl.

Mr. CROSS of Texas. Mr. Chairman, as a result of an
utter collapse of their ancient, unscientific monetary sys-
tems, there is taking place in every enlightened country in
the world rapid reformation of their monetary systems.

And we with more unemployment and more suffering than
any other country as the result of the deficiencies of our
system should quit hesitating and face the facts and reform
our system before it is too late.
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The subcommittee of the Banking and Currency Commit-
tee, of which I was a member, appointed at the last session
of Congress to investigate our monetary system, held ex-
tended hearings and as a result of those hearings, as well
as my personal investigations, I introduced H. R. 2747, and
I earnestly hope every Member of this Congress will give
it that serious, earnest consideration that the critical con-
dition of our couniry and the importance of the subject
demands.

Mr. Chairman, with its marvelous climate and fertile soil,
its matchless rivers and harbors, the United States covers
the choicest portion of the globe. Populated by 125,000,000
sturdy, industrious people, with its countless factories,
its warehouses bursting with every fabric that goes to clothe,
its graneries filled with every cereal, and its farms and
ranches stocked with every animal to feed mankind, meas-
ured in true values it is richer than ever in its history, and
should be enjoying an era of unparalleled prosperity.

The things that supply the necessities and comforts of
men, the houses that shelter, the products that feed and
clothe them are as valuable today as they were 10 or 100
years ago, and will be as valuable 10 or 100 years hence.
Yet we are told that because the thing we attempt to measure
value with, the dollar, has greatly increased in purchas-
ing power, resulting from an increased demand for gold and
consequently rapid credit contraction; this monetary unit,
though of little intrinsic value, will exchange in the aggre-
gate for twice as much of these essential things as it would
T or 8 years ago, and therefore, we have lost nearly half of
our national wealth.

It would be just as reasonable fo say that the foot having
expanded until it covers 24 inches, because still called a
foot, the Washington Monument has lost half its height, or
that the gallon measure had expanded and increased its
capacity to double, and as a result a reservoir had lost half
its water. :

What is it that has so bewitched and confused the people,
resulting in mental anguish, unemployment, want and hun-
ger, filling our asylums with insane, and driving many to
suicide and crime in this El Dorado with bountiful plenty
on every hand?

Let us diagnose the patient and find the seat of trouble,
The monetary system of a country is to its economic welfare
what the circulation of the blood is to the body. The gold
in the gold dollar has but little real value, and as such
means little, but its purchasing power resulting from the
statutory fiat making it legal tender for all debts means
much. We cannot hope to have sustained prosperity with
our monetary unit, the dollar, uncontrolled, and at intervals
running amuck, expanding and contracting in purchasing
DOWET,

Our monetary metal, gold, like every other commodity,
fluctuates in value in response to the law of supply and de-
mand, and as the statutory debt-paying medium, that fluc-
tuation is accentuated by fear and hoarding, credit inflation
and defiation. The effect of supply and demand on the
purchasing power of our unstabilized gold dollar was vividly
demonstrated as a result of the World War. During that
war 42 countries in Europe ceased to use gold as money, and
as we continued to use it as money, it flooded here until we
had practically half the gold available for monetary pur-
poses in all the world, and, under the law of supply and de-
mand, gold cheapened until the gold dollar had but small
purchasing power, and as its purchasing power declined, the
prices of property in the same ratio went up, and credit, un-
controlled, rapidly inflated as a result of the people being
obsessed with the idea that prices would continue to rise;
that is, that the purchasing power of the dollar would con-
tinue to decline, there being no standard for measuring
the purchasing power of the dollar. Stabilize the purchas-
ing power of the dollar and you stabilize credit.

The working of our present unstabilized gold dollar can
be aptly illustrated by two buckets attached to the two ends
of a chain which passes over a pulley as in a well, and as
one bucket goes up the other bucket goes down. Let one
of these buckets represent the commodity gold—that is, the
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gold dollar—and the other bucket represent all property,
buildings, homes, all products, and commodities that supply
the necessities and comforts of the people, as well as the
lands that produce them. Now, as the purchasing power of
the unstabilized gold dollar decreased during and for several
years after the World War, the bucket representing the
commodity gold—that is, the gold dollar—went down in
price or purchasing power, and the price of all things in the
property bucket in the same ratio of necessity went up,
until we saw cotton sell for 42 cents a pound, cottonseed $80
a ton, and most any kind of a steer in excess of a hundred
dollars, and other things in proportion. Some years after
the World War, when the 42 countries that had abandoned
gold as money attempted to return to the use of gold as
money, the demand for it became great, and as a result its
purchasing power shot up, which is the same thing as saying
that the price of all property represented by the property
bucket of necessity plunged down. So those who had gone
into debt during this period of high prices or cheap dollars
and mortgaged their homes, farms, and ranches, and the
cities and towns, the school and road districts that had
voted bonds and exchanged them for 30-cent purchasing
power dollars, compared with the present high purchasing
power of the dollar, are now being called upon to pay several
times in real value for what they received.

Our monetary unit, the dollar, unconfrolled as it is in
purchasing power, is in no sense a measure of value. Prop-
erly stabilized in purchasing power, it would be a measure
of value, as the lineal foot is a measure of length, or the
pound is a measure of weight, or the cubic foot is a unit
measure of volume. You can no more measure volume by a
unit of weight, such as the pound, than you can measure
value by the gold dollar, which is a fixed unit of weight.
Before the dollar can be used as a unit to measure value,
it must be stabilized in purchasing power by taking the
mean or average price of a large number of commodities
which supply the necessities and comforts of the people over
any normally prosperous period, such as the year 1926,
which average price is termed the “ wholesale commodity
price ' level.” This means that while the price of various
commodities may go up and down in response to supply and
demand, yet when you take the price of the whole number
of commodities used in determining the purchasing power
of the dollar, its purchasing power must be kept in harmony
with the wholesale commodity price level of that year which
is taken as a standard. So that if one borrowed a thousand
dollars, he will pay back when it falls due, whether it be
1 or 20 years later, a thousand dollars having the same
purchasing power as the $1,000 he borrowed.

There are two kinds of inflation—credit inflation and cur-
rency inflation. We hear much about currency inflation, but
little about credit inflation, and yet the latter is by far the
more treacherous. Both uncontrolled work great injustices.
Uncontrolled credit inflation has the effect of finally frans-
ferring the property of the great producing debtor class to
the comparatively small opulent nonproducing money-
ing creditor class, causing business stagnation and unemploy-
ment and leaving the former penniless and destitute. On
the other hand, uncontrolled currency inflation has the effect
of unjustly taking from the creditor class and giving to the
debtor class. As credit uncontrolled inflates, the purchasing
power of the dollar lessens, prices rise, and the owners of
property, those who produce things on farms and in fac-
tories, borrow money and expand their operations. Home
owners and others, as the result of rising prices and profits,
are incited to borrow on their homes and other property
and invest in stocks and what not. Cities and towns, school
and road districts, vote bonds and exchange them for cheap
purchasing power dollars. And then this inflated balloon
like uncontrolled credit, deflates, contracts, and as it de-
flates fear and panic seize the people, and up shoots the
purchasing power of the dollar, and those who borrowed are
called upon to pay back in real values fwo and three times
what they borrowed. Producers are ruined, factories close,
and unemployment mounts,
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Our dollar unstabilized in purchasing power is like a ship
drifting without compass and rudder and its crew panic-
stricken in constant fear of disaster.

If justice is to be done to both debtor and creditor classes
and the country kept on an even keel of sustained prosperity,
the dollar must be made a dependable measure of value.

Some 4 years ago Sweden, enmeshed in economic ruin,
turned to a controlled currency, and as if by magic her finan-
cial skys cleared, and as a resulf, today, she is enjoying a
prosperity unparalleled in her history. While shrewd old
England, with her “ sterlingaria ”, guided by what is known
as the “ economist index ”, is fighting to reach the same goal.

Under the mechanics of the bill introduced by me to ac-
complish this vital reform, the purchasing power of the dollar,
as shown by the wholesale commodity price level for the year
1926, is taken as a-standard, so that its purchasing power
during that period is accepted as being at 100 percent, or
par. Then, with this as a standard, this bill provides that
whenever the purchasing power of the dollar is more than
2 percent above par, the stabilization board, provided for in
the bill, and to consist of the Secretary of the Treasury, the
Secretary of Agriculture, the Secretary of Commerce, the
Secretary of Labor, and the Comptroller of the Currency,
shall uniformly reduce the rate of income taxes; or, if they
deem best, suspend income taxes entirely, ‘while issuing, if
necessary, “stabilization coin certificates” and paying all
governmental expenses and obligations as they fall due until
the purchasing power of the dollar returns to par; and should
at any time the purchasing power of the dollar contract and
thereby fall as much as 2 percent below par, the Secrefary
of the Treasury, acting on behalf of the currency stabiliza-
tion board, is required to withdraw currency from circulation
by gradually and uniformly increasing the income-tax rate
until the purchasing power of the dollar is restored to par.
This bill further provides that the gold dollar shall contain
11.61 grains of fine gold, and that the silver dollar shall con-
tain 185.625 grains of fine silver. This would establish a
ratio of 16 to 1 in the coinage of the two metals. Thus,
by restoring silver as money and thereby broadening the
metallic base and reducing the number of grains in the gold
dollar by half, the Secretary of the Treasury would at all
times be in possession of ample redemption metal so that
he could expand the currency in circulation sufficiently to
keep the purchasing power of the dollar at par with the
1926 wholesale commodity price level.

This bill further provides that all currency certificates of
every description now outstanding shall be called in as rap-
idly as possible and replaced by stabilization coin certifi-
cates, which are to be redeemable in either gold or silver
at the option of the currency stabilization board. But, with
the exception of fractional parts of the silver dollar, neither
gold nor silver shall be converted into monetary coin, and
that no stabilization certificates shall be redeemable in quan-
tities of less than $5,000.

Consumption is in proportion to employment and adequate
wages, and when such conditions prevail as prevailed under
the wholesale commodity price level of 1926 products can be
sold for a profit, and then, and not until then, will demand
keep pace with production and our imaginary nightmare of
surpluses vanish. Under such conditions our standard of
living will be raised and want and crime will become rare
and panics things of the past.

Under the workings of this bill fair prices will be assured,
and fair prices mean profits, and under such conditions an
increase in income taxes is easily borne. There are in
excess of $27,000,000,000 of Federal bonds outstanding which
would gradually be paid off and an end brought to the folly
of the Federal Government issuing bonds and longer lending
its credit to private corporations that they might use that
credit to tax the people to their profit. For why should the
people be taxed to use their own credit?

There are two classes to whom we pay tribute to borrow
on our own credit. On the one hand the banking corpora-
tions and on the other hand the nonbanking institutions and

individuals, and between them practically equal amounts.
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Before the use of paper currency, which consists of
promissory notes based upon the credit of all the people, it
was different. In that day and time when a government
had to borrow money of the goldsmiths and silversmiths, the
then bankers, or if it borrowed from individuals, it did so by
giving its promissory notes, called bonds, in exchange for
gold and silver coin. Today when this Government borrows
it does not receive gold and silver coins but merely legal
tender, promissory notes, or tokens of its own credit and pays
tribute to a privately owned institution for the privilege of
using its own promissory notes or credit tokens. To illus-
trate by putting it in a simplified form, if the Government
wishes to borrow a billion dollars, the Treasurer of the
United States, the agent of the people, orders its Bureau of
Engraving and Printing to print two classes of promissory
notes, both of which he signs. One set is called currency and
draws no interest and by statute is made legal tender. The
other set is tax exempt and draws interest, say 4 percent,
called bonds. Both sets of these promissory notes being
signed by their agent are based upon the credit of all the
people.

Stripped of red tape, what the Treasurer in effect then
does is to take these two sets of promissory notes, of a billion
dollars each, across the street to a privately owned institu-
tion, called a Federal Reserve bank, and has it to make a
book notation and then takes both sets of notes over to the
Treasury and goes to taxing the people $40,000,000 annually
and turns it over to this privately owned institution, called
a Federal Reserve bank, as a pure gift.

On the other hand, let us look at the resulting effect when
the Government borrows its own credit tokens from indi-
viduals and nonbanking corporations, Keep in mind paper
currency is nothing more nor less than legal tender promis-
sory notes, that do not draw interest, signed by the Secretary
of the Treasury, obligating the people to pay them in mone-
tary metal. The Secretary of the Treasury, being in need of
funds or legal-tender notes, has printed a billion dollars of
promissory notes, called bonds, tax exempt, and drawing 4-
percent interest, and signs them, binding every man, woman,
and child in the Nation to pay them. He then goes with
these tax-exempt promissory notes, called bonds, drawing
4-percent interest to nonbanking institutions and individuals
who hold the Government’s legal-tender promissory notes
that are taxable, and draw no interest, and they gladly ex-
change them for the billion dollars of bond promissory notes
which draw interest and are tax exempt. And the people
are taxed forty million a year to pay this interest.

And thus the vicious circle goes round and round. The
more interest-bearing tax-exempt bonds the less currency
for industry, the higher the purchasing power of the dollar,
the less taxes fo be paid by, and the more tribute to be paid
to the creditor class. For the producing debtor class it means
lower prices and higher taxes. You cannot blame the money
changers for taking advantage of a law that invites them to
do such a thing. It is but natural for them to do so. But
what of us, the Representatives of the people, to permit such
a law? When necessary to meet the obligations of the Gov-
ernment, why not permit the Secretary of the Treasury to
issue legal teunder, taxable, noninterest-bearing promissory
notes—that is, paper currency—and use the income tax as
a lever to stabilize the purchasing power of the dollar on the
wholesale commodity price level of 1926, which is practically
the same as was its purchasing power as shown by the whole-
sale commodity price level during the period from 1917 to
1929, when the great bulk of the indebtedness of the people
was contracted.

If an individual were to do such a thing as this that the
Government does, he would promptly be tried and convicted
of insanity and a guardian appointed to look after his affairs,
and yet that is the way we, as trustees, are looking after the
affairs of the people.

“To coin money "—that is, to make money—“ and to regu-
late the value thereof "—that is, to adjust and stabilize the
value thereof—is a solemn demand of Congress by the Con-
stitution. In the manner of the exercise of that power largely
depends the happiness and prosperity of the people.
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“To regulate the value of money "—that is, to cause it to
reflect prices in response to the exchange values of supply
and demand in relation to the purchasing power of the mone-
tary unit, the dollar, as shown by the wholesale commodity
price level covering the period taken as a standard. This
responsibility Congress has shirked and is permitting a small
group of Napoleonic money changers to manipulate it.
And today, when the people in their anguish and distress are
appealing to us to be delivered from their debt-ensnared
bondage, we hear the inspired cry, “ Don't tinker with the
currency,” And it comes from the lips of some who are
honest but ignorant, and then from the lips of others who
know better but are ever zealous to do the will and “ crook
the hinged knee ” to the lords of Mammon. This cry is meant
to intimidate and deter you from doing your duty. By it they
mean, “ do not regulate the value of money ”, do not stabilize
the purchasing power of the dollar ”, for that would end its
manipulation and dethrone its manipulators and reclaim to
the Representatives of the people a most vital constitutional
right. What think you of a shepherd that would surrender
his guardianship over his flock to a pack of hungry wolves?
What think you of a Congress, in violation of the Constitu-
tion, surrendering its right “ to regulate the value of money ”
in the interest of the people and turning it over to a small
aggregation of money barons that they might manipulate
it to serve their greed?

By inflating and deflating credit and thereby decreasing
and increasing the purchasing power of the dollar, they have
garnered unto themselves the wealth of the country.  And
this they have been enabled to do by embezzling congres-
sional power and tinkering with the currency. Drunk upon
this embezzled power, is it any wonder that they fight
and spread propaganda through press and air to retain con-
trol of the financial heart of the Nation? Others unlaw-
fully tinker with the currency, but you, and you alone, are
annointed by the Constitution to regulate the value of the
currency, and I beg of you, my colleagues, not to be longer
recreant in performing that duty.

Let us heed not those truculent tongues that shout “ Don’t
tinker with the currency.” It is but the voice of Mammon
echoing down the centuries; the prayer of those who wor-
ship at the shrine of the golden calf. Today they feast
with Belshazzar, but tomorrow—well, the conditions today in
this country are similar to those that existed in France and
Russia preceding the world’s two most frightful revolu-
tions. Incognito, we have in America Robespierres, Lenins,
and Stalins, impatient to lead the storm. God grant this
Congress the wisdom and courage to act before it is too late.
[Applause.]

Mr. PATMAN. Mr. Chairman, will the gentleman yield?

Mr. CROSS of Texas. Yes.

Mr. PATMAN. The gentleman is a distinguished mem-
ber of the Committee on Banking and Currency. Will he
tell us what opportunity we may have to vote on the bill
which the gentleman has so ably discussed?

Mr. CROSS of Texas. If it is in my power and in the
power of the majority of that committee, I think the gen-
tleman will have a chance at this session of Congress.

The CHATRMAN. The time of the gentleman from Texas
has expired.

Mr. TABER. Mr. Chairman, I yield 30 minutes to the
gentleman from Massachusetts [Mr. TREADWAY].

Mr. TREADWAY. Mr, Chairman, I ask unanimous con-
sent that House Joint Resolution 66, which I send to the
desk, be read by the Clerk in my time.

The CHAIRMAN. Without objection, the Clerk will read
the resolution.

There was no objection.

The Clerk read as follows:

House Joint Resolution 66
Proposing an amendment to the Constitution of the United States

Resolved by the Senate and House of Representatives of the
United States of America in Congress assembled (two-ihirds of
each House concurring therein), That the following article is pro-
posed as an amendment to the Constitution of the United States,
which shall be valid to all intents and purposes as part of the Con-

stitution when ratified by the legislatures of three-fourths of the
several States:
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“ARTICLE —

“ SectioN 1. The United States shall have power to lay and col-
lect taxes on income derived from securities issued, after the rati-
fication of this article, by order or under the authority of any
State, but without discrimination against income derived from
such securities and in favor of income derived from securities
issued, after the ratification of this article, by or under the
authority of the United States or any other State.

“ 8ec. 2. Each State shall have power to lay and collect taxes on
income derived by its residents from securitles issued, after the
ratification of this article, by or under the authority of the United
States, but without diserimination against income derived from
such securities and In favor of income derived from securities
issued, after the ratification of this- article, by or under the
authority of such State.”

Mr. TREADWAY. Mr. Chairman, it is well settled by
decisions of the United States Supreme Court going back to
the earliest days of the Union that neither the States, on
the one hand, nor the Federal Government, on the other,
can tax the means and instrumentalities employed by each
other in carrying on the functions of government,

The earliest decision in point is that of McCulloch v.
Maryland (4 Wheat., 316), decided in 1819, in which the
Court, speaking through the great Chief Justice Marshall,
held that the State of Maryland was without power under
the Constitution to tax the notes issued by the Bank of the
United States. It was in connection with this decision that
the Chief Justice uttered his famous and often-quoted
remark that “the power to tax involves the power to
destroy.”

Ten years later, in the case of Weston v. The City Coun-
cil of Charleston (2 Pet. 449), the Court held that the
City Council of Charleston, 8. C., was without power to tax
securities issued by the United States. Chief Justice Mar-
shall also wrote the opinion in that case.

In other cases the Federal Government has been restrained
from taxing State and municipal bonds. See U. S. v. Rail-
road (17 Wallace 322) ; Pollock v. Farmers' Loan & Trust Co.
(157 U. S. 429) ; and Metcalf & Eddy v. Mitchell (269 U. S.
514).

Thus, while the framers of the Constitution made no
provision therein prohibiting one sovereignty from taxing
the means and instrumentalities of the other, the Supreme
Court has read such an inhibition into the fundamental law
of the land. Speaking of this matter in the case of Collector
v. Day (11 Wallace 113), decided in 1870, the Court said:

It is admitted that there i1s no express provision in the Consti-
tution that prohibits the general Government from taxing the
means and instrumentalities of the States, nor is there any pro-
hibiting the States from taxing the means and instrumentalities
of that Government. In both cases the exemption rests upon
necessary Implication, and is upheld by the great law of self-
preservation; as any government, whose means employed in con-
ducting its operations, if subject to the control of another and
distinct government, can exist only at the mercy of that govern-
ment.

As a consequence of the decisions to which I have just
referred, all State and municipal securities are exempt from
Federal taxation, and all Federal securities are exempt from
State and municipal taxation. Moreover, in order to put all
governmental issues upon an equal footing, as well as for the
purpose of securing the advantage of lower interest pay-
ments, the States and the Federal Government generally
have exempted their own bonds from their own taxes, In
the case of the Federal Government, some securities are
issued on a wholly tax-exempt basis, while in the case of
others the income therefrom is exempt from the normal
income tax but not the surtax.

The total interest-bearing indebtedness of the Federal,
State, and local Governments is estimated to be approxi-
mately $47,600,000,000 at this time. The annual interest
charge on this amount is estimated to be approximately
$1,770,000,000. The larger part of this latter sum is entirely
free from Federal and State income taxes, although if is true
that some of the Federal bonds are subject to surtaxes. Also,
practically all of the bonds are subject to estate and in-
heritance taxes, and to the income tax insofar as a profit is
realized upon the sale thereof.

Mr. Parker, chief of staff of the Joint Committee on In-
ternal Revenue Taxation, has furnished me some interesting
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data. On January 1, 1935, the total interest-bearing debt of
the United States, outstanding, amounted to $27,944,037,950,
of which amount $14,010,962,150 was subject to surtax, and
$13,933,075,800 was wholly tax exempt as to both income and
surtax. It appears that the average annual interest charge
on this Federal debt will be approximately $835,000,000, indi-
cating an average interest rate of slightly more than 3
percent.

From incomplete data available, the staff of the joint
committee estimates the present State and local indebted-
ness to be about $19,680,000,000. The annual interest charge
on this sum is probably not less than $935,000,000, indicating
an average interest rate of 4% percent.

It has already been pointed out that our present annual
interest charge on the total Federal, State, and local debt
will amount to approximately $1,770,000,000. In 1932 this
interest charge amounted to considerably less—probably to
about $1,447,000,000. Nineteen hundred and thirty-two is
the latest year on which we have complete income-tax
statistics, and in this year we can account for the following
amounts of wholly or partially tax-exempt interest on the
income-tax returns:

1. Individuals with net income of $5,000 and over:

Interest on State and local bonds_______________ $155, 226, 524
Interest on wholly exempt United States bonds. 47, 457, 511

Interest on ally exempt United States bonds
(including farm-loan bonds) - ece oo 34, 881, 888
3o VA e L O ke e D e i B 237, 565, 923

2. Corporations—all: Interest on Federal, State, and
munisipal ponds oot t L sl I L 554, 249, 951

3. Individuals with 85,000 gross but no net income:
Interest on partially exempt Government bonds. 4, 234, 789
Grand total____ i 796, 050, 663

It is apparent, therefore, that the actual figures on the
1932 income-tax returns account for only $796,050,663 out of
a total of probably $1,447,000,000 of wholly or partially tax-
exempt interest paid out in that year. While we can account
for some of this difference of $651,000,000 as going to the
individuals with net incomes of less than $5,000, to tax-
exempt corporations, and to foreign individuals and cor-
porations, it must be admitted that the larger portion of
the difference probably is the result of the tax-exempt in-
terest not being reported on the returnms. However, the
figures seem sufficiently complete to form a basis for
estimates.

It is believed from the figures already given that corpora-
tions hold about 65 percent of the total of Federal, State,
and local obligations.

The wholly and partially tax-exempt interest reported by
individuals with net incomes of over $5,000 has been com-
puted for the years 1924, 1927, 1929, 1930, and 1932. This
interest has been broken up into two groups: (1) United
Btates securities and Federal farm-loan bonds; and (2) State
and local obligations. The interest derived from each of
these groups has been further classified so as to show the
amount received in each case by individuals with net incomes
of over $5,000 and not over $25,000, by individuals with net
incomes of over $25,000 but not over $100,000, and by indi-
viduals with net incomes of over $100,000. These facts are
shown in the following five tables covering, respectively, the
b years already named:

Wholly and partially taz-ezempt interest reported by individuals
with net incomes of over $5,000, by net-income classes

sUnitad
tates se-
Btate and
icurities and| Percent Percent
Net income class Federal | of total Ioeutl_[ohh- of total Total
farm-loan ERSIS
bonds
1924:
000-$25,000. ... .- TOSTREE 1, 530, 723 65 1322, 205, B74 85 | $63, 826, 507
$25,000-$100,000_ ________. 42, §85, 531 48 | 46, 548, 494 52 | 89,434,025
Over $100,000. . ccoooeeeo. 35, 558, M1 42 | 49, 803, 812 08 | B85, 362, 063
Ve L 119, 974, 495 51 (118, 648, 180 49 | 238, 622, 675




1935

Wholly and partially taz-erempt inierest reported by individuals
with net incomes of over $5,000, by nei-income classes—Con.

BUnlted
Fbng g0 State and
T, curities and{Percent Thif. (Percent
Net income class Fetaal® |ortotal lomluobu of total|  Total
farm loan ESmain
bonds
g V000 $30, 417, 257 57 830, 036, 240 43 , 453, 497
%wmw,m ........ 35, 550, 097 41 | 51, 580, 027 59 | 87,130, 1M
Over $100,000. - emeeeeeof 39, 570, 448 a6 | 70,710, 492 64 | 110, 239, 540
Total....cceeeennanannn. (114, 546, 802 43 [152, 335, 750 57 | 266, 882, 561
1029
$5,000-825,000. - - ceuveun-.| 33 222, 421 53 | 29,018, 872 47 | 61,241,203
00,000.-....----.| 81,244,723 37 | 54,317,645 63 | B85, 562, 368
Over $100,000. .o -ooee..... 36, 920, 546 30 | 86, 216, 837 70 | 123, 137, 683
f 37 |168, 553, 354 63 | 260, 941, 344
45 | 38, 580, 450 54| 71,723 U0
a3 | 61, 954, 130 67 | 02,633,973
26 | 72, 207, 538 74| 97,005 681
34 |172, 841, 118 66 | 262, 282, 900
000-§25,000 46 | 45, 265, 788 54 | 84, 504, 062
$25,000-8100,000. - e e oo . 27,897, 410 30 | 66, 661, 583 70 | 94,658,993
Over $100,000. .| 15, 102, 815 43, 209, 153 74 | 58,401,968
Potalc. e g 82, 339, 309 35 |155, 226, 524 65 | 237, 565, 923

The following facts may readily be noted from the above
tables:

First. The interest received, and hence the amount of
Federal securities held, by all our individual taxpayers with
net incomes of over $5,000 has steadily declined. In 1924
the interest received amounted to about one hundred and
twenty million; in 1927, to about one hundred and fifteen
million; in 1929, to about one hundred million; in 1930 to
about eighty-nine million; and in 1932, to about eighty-two
million; a decline of 32 percent from 1924 to 1932,

Second. The interest received, and hence the amount of
State and local obligations held, by all our individual tax-
payers with net incomes of over $5,000 has somewhat in-
creased. In 1924 the interest received amounted to about
one hundred and nineteen million; in 1927, to about one
hundred and fifty-two million; in 1929, to about one hundred
and seventy million; in 1930, to about one hundred and
seventy-three million; and in 1932, to about one hundred
and fifty-five million; an increase of 31 percent from 1924
to 1932.

Third. The class of taxpayers with net incomes of from
$5,000 to $25,000 do not find the Federal bonds unattractive.
In 1924, 65 percent of their interest was received from such
bonds and 35 percent from State and local bonds, while in
1932 the Federal interest received amounted to 46 percent
and the State and local interest to 54 percent,

Fourth. In the case of the middle class of taxpayers with
net incomes between $25,000 and $100,000, the proportion of
Federal to State and local interest received is much less than
in the smaller class and the shift to State and local invest-
ment greater. For instance, in 1924, of the total interest
received by this class, 48 percent came from Federal securi-
ties and 52 percent from State and local obligations, while
in 1932, 30 percent came from the former source and 70 per-
cent from the latter.

Fifth. In the case of the wealthy taxpayers with net in-
comes of over $100,000, the unattractiveness of the Federal
issues becomes even more pronounced and the shift to State
and local issues still greater. In 1924 this class received 42
percent of their total interest from Federal securities and
58 percent from State and local obligations. In 1932, how-
ever, 26 percent came from Federal sources and 74 percent
from State and local sources.

It is Mr. Parker’s conclusion, from the above facts, that
the small taxpayer finds Federal bonds quite as attractive
as State and local bonds, because the greater security of-
fered by the former offsets the higher interest rate of the
latter. In the case of the larger taxpayers, however, we are
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forced to the conclusion that State and local issues are pre-

ferred over Federal issues, not because this class of tax-
payers desire less security, but because the State and local

| issues are entirely free from surtax while the majority of

the Federal bonds are subject to such tax.

What additional revenue could be secured by subjecting
all this interest on the public debt to tax? Based on the
data available and the existing tax rates, we believe the
maximum revenue which the Federal Government could ob-
tain would not exceed $180,000,000 annually. Of this
amount, about $100,000,000 would come from individuals and
about $80,000,000 from corporations.

The natural result of this exemption of Federal, State,
and municipal bonds from taxation is to narrow the tax
base and thereby shift the burden of taxation from the
wealthy, who are best able to bear it, to the great masses of
our population who have no funds fo invest in such
securities.

The continued issuance of tax-free securities whereby
persons with large funds to invest are enabled to escape all
taxation is an unwholesome and shameful feature of our
governmental system., While the wage earner and the
salaried man will pay an income tax to the Federal Gov-
ernment on the 15th day of March, many a person of
means will take much delight over the fact that he does
not even have to file a return, although his income may
run into millions of dollars. Such a situation should never
be permitted to exist in a free country.

I have introduced a joint resolution—House Joint Resolu-
tion 66—proposing an amendment to the Constitution to do
away with the tax-exemption feature of all future issues of
Federal, State, and municipal obligations. Among constitu-
tional lawyers, the weight of opinion seems to be that a con-
stitutional amendment is necessary for this purpose, al-
though some contend that the sixteenth amendment already
gives Congress this power.

I cannot agree with this latter position. In the first place,
the sixteenth amendment was not proposed for the purpose
of extending the Federal taxing power, since Congress al-
ready had the power to levy a tax on incomes. On the
contrary, its sole purpose was to obviate the necessity of
apportioning the income tax among the several States ac-
cording to population, as is required of all direct taxes
imposed by the Federal Government. In several cases con-
struing the sixteenth amendment, the Supreme Court has
taken this view—see, for example, Brushaber v. Union Pa-
cific Railroad Co. (240 U. S. 1); Evans v. Gore (2563 U. S.
245). Moreover, it is inconceivable that the States would
have ratified the amendment if they had believed that it
gave the Federal Government the right to tax State bonds
without giving them an equal right to tax Federal bonds.

In view of the apprehension raised by the Supreme Court
in the Day case regarding the destruction of one sovereignty
by the other through taxation, I should, perhaps, point out
that under my proposed amendment the Federal Government
could not tax State bonds at a higher rate than it taxed its
own. The same limitation would be imposed on the States
as regards Federal bonds. Thus there would be no ground
for fearing that one would tax the other out of existence.

No one, I think, will deny that the exemption of govern-
mental securities from taxation is a vicious evil which never
should have been allowed to gain a foothold. Since it favors
the rich as against the poor, it tends to undermine the faith
of the people in their Government and gives rise to class
feeling. This country was founded upon the principle of
equal rights for all and special privileges for none, yet
language has been read into the Constitution which, though
not intended for that purpose, gives one class of our citizens
a privilege which others, more worthy, are unable to enjoy.
‘We should not forget that it was class privileges and exemp-
tions which helped to bring about the French Revolution.

It must be obvious that when one group of our people can
take their money and invest it in tax-free securities, their
share of the tax burden must be borne by others. I can
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make this point a little clearer, perhaps, by using the ex-
ample of tax-exempt real estate.
Suppose in a city the tax burden is $1,000,000 and the

value of the property subject to taxation is $100,000,000.

The tax is then distributed over the owners of taxable prop-
erty on the basis of $1 for each $100. However, every time
any property comes into the hands of tax-exempt organiza-
tions, such as churches, schools, colleges, and so forth, the
amount of property subject to taxation is reduced, and in
order to secure the same amount of revenue as before the
rate of tax on the remaining property holders must be
increased.

The same situation occurs when the wealthy invest their
fortunes in tax-exempt securities. Their wealth is no longer
taxable, and the tax that they formerly paid must neces-
sarily fall on the less fortunate classes and be borne by them
in addition to the great burden which they already bear.

In times like the present, when the calls upon the Govern-
ment are so great and when revenues are being sought from
every possible source, there is all the more reason for requir-
ing this great tax-free reservoir of wealth to contribute its
fair share of the general tax assessment. As it is, we have
this paradoxical situation: The more the public debt is in-
creased in meeting the growing cost of government, the more
the wealthy are enabled to escape taxation; and as the neces-
sity for tax revenues becomes greater, the property subject
to taxation becomes less and less. :

The indefinite continuance of the present system is not
only unfair to the smaller taxpayer, but it will seriously
endanger the revenues of the Federal Government, and of
the States and municipalities as well.

While under my proposed constitutional amendment, all
future issues of governmental securities would be subject to
tax, those now outstanding would continue to be exempt.
They have been issued on that basis, and of course it would
be unfair to change the terms of the contract at this time.
However, new bonds are being issued by the billions, par-
ticularly by the Federal Government, and all outstanding
issues must some day be retired or reissued. Many are of
short-term maturity. Thus, although the revenue from the
taxation of these securities would be comparatively small
at first, it would constantly increase.

The question is often asked, “ How would the States bene-
fit by the adoption of the proposed amendment?” The
answer is quite obvious. They would benefit to the extent
of being able to tax some $30,000,000,000 of Federal bonds,
while subjecting less than $20,000,000,000 of their own bonds
to Federal tax. Moreover, they could abandon the practice
of exempting their own bonds from their own faxes, and
thereby expand the property subject to State tazes by a
total of approximately $50,000,000,000. Again, I should point
out that this amount would not immediately become subject
to taxation, but only as new bonds are issued and outstand-
ing bonds are reissued. Even then, the States would have
the advantage over the Federal Government, since the latter
is issuing bonds at much the faster rate.

In spite of the apparent unfairness of the present tax
exemption, there are many who are opposed to permitiing
the taxation of governmental securities on the ground that
a higher interest rate would then have to be paid which
would require additional taxes. The answer, of course, is
that even if this be so, the additional taxes will be forth-
coming from the great amount of wealth which would be
made subject to taxation, and at the same time the tax
burden would be distributed among the people in propor-
tion to their ability to pay it.

In any event, it does not necessarily follow that a higher
rate of interest will have to be paid in case governmental
securities are made taxable. Government bonds, both Fed-

eral and State, are the safest form of investment, and will

be in demand regardless of the tax feature. They com-
manded a premium before the income tax was ever enacted,
and they will continue to do so.

It is generally conceded that even if increased-interest
payments did become necessary, the rate probably would not
be increased more than one-half of 1 percent. In return
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for this increase in interest payments, the Federal and State
Governments would be able to tax the whole amount of the
interest paid, which is now free of tax. Thus, if the Federal
Government were compelled to increase the interest rate on
its wholly tax-exempt First Liberty bonds from 3% to 4
percent, it would be able to subject the entire 4-percent
interest payment to income tax.

In testifying before the Ways and Means Committee in
1922, Dr. Edwin R. A, Seligman, of Columbia University, an
a._cknowlefiged expert on taxation, made an interesting analy-
sis of this phase of the problem of tax-exempt securities.
By an intricate method of caleulation, he estimated that if
the then outstanding $30,000,000,000 of tax-exempt securi-
ties were made subject to Federal income tax, the revenues
would be increased by some $300,000,000. From this sum,
he deducted the additional one-half of 1 percent additional
interest charge on the $20,000,000,000 of Federal bonds then
outstanding, amounting to $100,000,000. He thereby arrived
at a net gain of $200,000,000 to the Federal Government.

While the figures used by Dr. Seligman are somewhat out-
of-date at this time, they indicate in a general way that the
Government would still be much to the good by abolishing
the present exemption.

I do not have any figures showing the possible net benefit
to the States, but it can be assumed that they also would
gain more in revenue than they would lose in increased
interest payments, if any. It would, of course, cost the States
nothing in the way of increased interest charges to be able
to tax the income received by their citizens from Federal
bonds. :

The CHAIRMAN (Mr. CooLEy). The time of the gentle-
man from Massachusetts [Mr. TReaAbway] has expired.

Mr, TABER. Mr, Chairman, I yield the gentleman from
Massachusetts 10 additional minutes.

Mr, TREADWAY. On May 3, 1922, after extensive hear-
ings upon the subject, the Ways and Means Committee re-
ported to the House a joint resolution, of which mine is an
exact duplicate, providing for the submission to the States
of a proposed constitutional amendment, as follows:

Section 1. The United States shall have power to lay and collect
taxes on income derived from securities issued after the ratification
of this article by order or under the authority of any State, but
without discrimination against income derived from such securities
and in favor of income derived from securities issued after the
ratification of this article by or under the authority of the United
States or any other State.

Sec. 2. Each Btate shall have power to lay and collect taxes on
income derived by its residents from securities issued after the
ratification of this article by or under the authority of the United
States, but without discrimination against income derived from
such securities and in favor of income derived from securities

issued after the ratification of this article by or under the authority
of such State.

In its report accompanying the joint resolution the Com-
mittee on Ways and Means gave the following reasons for
abolishing the system of tax-free securities:

(1) A large portion of property escapes taxation, thereby causing
great loss of revenue.

(2) It viclates the ability, principle of taxation, and unfairly
discriminates between taxpayers.

(3) It impedes private financing.

(4) It discourages investment in new enterprises.

(5) It encourages extravagances of governmental agencies.

(6) It grants a private subsidy to certain interests.

(7) By withdrawing money from private enterprises it increases
the rate of interest required for all enterprises not carried on by
the Government and thereby adds to the cost of living.

(8) It creates social unrest; * * @,

Referring to the economics of the present tax exemption,
the committee’s report further states:

That some benefit is derived in certain dlrections by the issue
of tax-exempt securities drawing a lower rate of interest is not to be
denied, but the majority of the committee are satisfied that these
benefits are slight compared to the injury infiicted by the present

plan.
L] L] L] L] L] L] L]
There is no doubt also that the direct advantage resulting from

the issue of a tax-exempt bond to the governmental entity issuing
it is usually much exaggerated.

As regards the social factors involved in the present tax
exemption, the report of the committee has this to say:
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In addition to these economic evils, tax exemptions create a
grave danger to our social system and form of government. No
principle of taxation is more generally accepted today than that
taxes should as a rule be levied in accordance with ability to pay,
and all citizens should pay in the same manner. The present con-
dition violates every rule based upon these principles, and while
we seek to create, as far as possible, equality in taxation, we find
that the Constitution makes it impossible. There should be no
privileged class under our Government, but a special privilege is
granted to those who invest in tax-exempt securities. This situa-
tion is the ground of just complaint and creates discontent and
prejudice against people of large means who use a lawful method
to lessen their taxes. * ¢ ¢

On January 23, 1923, the proposed amendment was ap-
proved by the House of Representatives by a vote of 223 t6
101, which was well over the two-thirds majority required
in the case of all constitutional amendments. The resolution
then went to the Senate, where it was referred to the Com-
mittee on the Judiciary. That committee held extensive
hearings on the proposed amendment, but failed to report
the resolution to the Senate.

At the beginning of the Sixty-eighth Congress the Ways
and Means Committee again reported the proposed amend-
ment to the House, but this time it failed to receive the two-
thirds majority necessary for its passage, the vote being 247
in favor to 133 against, with 51 Members not voting.

Since the Sixty-eighth Congress the matter has not been
considered by either the House or Senate. However, it is
worthy of note that in the Seventy-third Congress the Sen-
ate Judiciary Committee, which in the Sixty-seventh Con-
gress prevented action on the proposed amendment, reported
to that body Senate Joint Resolution 7, which is identical
with the resolution passed by the House in 1923.

In support of the proposed amendment the Senate Judi-
ciary Committee advanced practically the same arguments
as are found in the Ways and Means Committee’s report in
1922 and 1923. While the other body took no action on the
proposed amendment at the last session of Congress, it is
encouraging to know that there is strong sentiment in the
other body favorable to the discontinuance of further issues
of tax-exempt securities.

The Treasury Department for many years has advocated
a constitutional amendment permitting the taxing of future
issues of Federal and State bonds. In his annual report for
the fiscal year 1919 the then Secretary of the Treasury, Hon.
CARTER GLAss, now a distinguished Member of the other body,
said:

It is intolerable that taxpayers should be allowed by purchase
of tax-exempt securities, not only to obtain exemption with respect
to the income derived therefrom but to reduce the supertaxes upon
their other income and to have the supertaxes upon their other
income determined upon the assumption, contrary to fact, that
they are not In possession of income derived from State and
municipal bonds.

Secretary Mellon, although himself reputed fo be one of
the world’s richest men, strongly urged the abolition of tax-
exempt securities. Under date of April 30, 1921, he ad-
dressed a letter to the then Chairman of the Ways and
Means Committee, Mr, Fordney, in which he said in part:

I suggest for the consideration of Congress that it may also be
advisable to take action by statute or by constitutional amend-
ment, where ne , to restrict further issues of tax-exempt
securities, It is now the policy of the Federal Government not to
issue its own obligations with exemptions from Federal surtaxes
and profits taxes, but States and municipalities are issuing fully
tax-exempt securities in great volume. It is estimated that there
are outstanding, perhaps, $10,000,000,000 of fully tax-exempt secu-
rities. The existence of this mass of exempt securities constitutes
an economic evil of the first magnitude. The continued issue of
tax-exempt securities encourages the growth of public indebtedness
and tends to divert capital from productive enterprises. Even
though the exemptions of outstanding securities cannot be dis-
turbed, it is important that future issues be controlled or pro-
hibited by mutual consent of the State and Federal Governments,

The Secretary’s reference to the $10,000,000,000 in bonds
then wholly tax exempt as being “an economic evil of the
first magnitude ” is of particular significance in view of the
fact that the present wholly tax-exempt issues are probably
three times that amount.

Under date of September 23, 1921, the Secretary of the
Treasury addressed a letter to our former colleague from
Pennsylvania, Mr. McFadden, in which he said:
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The issue of tax-exempt securities has a direct tendency to make
the graduated Federal surtaxes ineflective and nonproductive, be-
cause it enables taxpayers subject to surtaxzes to reduce the amount
of their taxable income by investing it In such securities; and at
the same time the result is that a very large class of capital
investments escape their just share of taxation.

The Secretary here raised a point which is particularly
applicable to the present time, when the maximum income-
tax rates reach 63 percent. No man is going to pay such
taxes if he can help it, and all he has to do is to invest his
fortune in State bonds to escape all Federal tax. We wonder
why the income tax is not more productive, particularly in
the higher brackets, but the answer is readily available.

In his message to Congress of December 6, 1921, President
Harding added his endorsement of the proposal to abolish
tax-exempt securities, saying:

Many of us belong to that school of thought which is hesitant
about altering the fundamental law. I think our tax problems,
the tendency of wealth to seek nontaxable investment, and the
menacing increase of public debt—Federal, State, and municipal—
all justify a proposal to change the Constitution so as to end the
issue of nontaxable bonds. No action can change the status of
the many billions outstanding, but we can guard against future
encouragement of capital’s paralysis, while a halt in the growth
of public indebtedness would be beneficial throughout our whole
land.

President Coolidge voiced a similar view when in his mes-
sage to Congress on December 6, 1923, he said:

Another reform which is urgent in our fiscal system is the aboli-
tion of the right to issue tax-exempt securities. The
system not only permits a large amount of the wealth of the
Nation to escape its just burden but acts as a continual stimulant
to municipal extravagance, This should be prohibited by consti-
tutional amendment. All the wealth of the Nation ought to con-
tribute its fair share of the expenses of the Nation.

Although following the defeat of the proposal by the
House in 1924, Congress has taken no further action, the
Treasury Department has continued to adhere to its position
favoring the elimination of tax-exempt bonds. In the hear-
ings before the Ways and Means Committee held in connec-
tion with the 1926 tax revision, the views of the Department
are thus reiterated:

Looking at the proposition logically, there is no reason for the
existence of tax-exempt securities, There ought to be no refuge to
which the wealthy man can go and avold income taxes at times
when the Federal Government needs the money. A constitutional
amendment to make these securities taxable should be passed.
The Treasury has consistently been the advocate of such reform.

The matter was referred to again in the annual report of
the Secretary of the Treasury for 1927, where the following
statement is made:

Taking the long-time view of the situation, I believe that the
enactment of such a constitutional amendment is desirable, for I
consider it inconsistent with our principles of democratic govern-
ment that our laws be so framed as to permit any class of our
citizens to escape thelr just obligations.

Again, in his annual report for 1930 the Secretary of the
Treasury called the attention of Congress to the fact that the
Department had previously—

Earnestly recommended the adoption of a constitutional amend-
ment permitting the Federal and State Governments, respectively,
to tax securities to be issued in the future.

The present Secretary of the Treasury, Hon. Henry Mor-
genthau, has joined his predecessors in advocating the adop-
tion of a constitutional amendment to do away with tax-
exempt securities. Only last year he made the following
statement upon the subject:

The Treasury Department favors as a permanent policy the elimi-
nation of the exemption from Federal income tax now accorded to
the interest on Federal, State, and municipal securities, insofar as
future issues of such securities are concerned.

I consider it very important that when the exemption is elinii-
nated it should be eliminated not only in respect to future issues
of Federal securities, but in respect to future issues of State and
municipal securities as well, The enactment of legislation requir-
ing Federal obligations to be issued in the future on a fully taxable
basis, in competition with wholly tax-exempt securities originating
elsewhere, would be likely to react unfavorably on the market for
Federal securities, to increase the cost of the Government's borrow-
ing, and to complicate our financing operations,

I am advised that & constitutional amendment would be required
to enable the Federal Government to tax the interest on State and
municipal securities. In my judgment, such an amendment should
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be drawn on a reciprocal basis; the States should be permitted to
tax the income from Federal securities and the Federal Government
to tax the income from State and municipal securities. I favor
such an amendment.

The amendment which I have proposed meets these re-
guirements laid down by the Secretary. In fact, it was
originally drafted in 1922 in cooperation with the Treasury
Department.

You will thus see that there is absolutely nothing partisan
in the suggestion I am offering. This is a historical fact from
1922 on down, or even before that. Hon. CarTER GLASS, in
1919, advocated it, and from that time on this has been
advocated by the Treasury.

Under date of January 12, I addressed a letter to the
Chairman of the Committee on the Judiciary requesting that
a hearing be held upon my joint resolution, and on the 15th
I received from him a very courteous reply in which he said
that he would bring the matter to the attention of the com-
mittee. I therefore expect the subject to be given early
consideration, in order that the Congress may have a full
understanding of the various phases of this problem.

The continued growth of tax-exempt securities presents
not only a serious economic question but a grave social
problem as well. From the standpoint of the smaller tax-
payers, the present system is both indefensible and inequi-
table. From the standpoint of the Federal and State Gov-
ernments, it constitutes a serious threat to the revenues.
The longer that consideration of the subject is delayed, the
less property there is subject to taxation and the more the
tax burden is shifted from the rich to the poor.

The United States today is the only major country in
which Government securities can be issued on a tax-exempt
basis. With at least two recent Presidents definitely com-
mitted to the proposition of doing away with this exemp-
tion, and with the financial agency of the Government on
record over a long period of years as being earnestly in
favor of the proposal, I urge upon the Congress the de-
sirability of submitting to the States at the earliest possible
moment the amendment which is embodied in House Joint
Resolution 66 now pending before the Judiciary Committee.
If I correctly judge the sentiment of the House, I feel sure
that if the amendment is reported it will receive well over
the two-thirds majority necessary for its passage. [Ap-
plause.]

Mr. CHRISTIANSON. Will the gentleman yield?

Mr. TREADWAY. I yield.

Mr. CHRISTIANSON. Does the gentleman know whether
the Supreme Court of the United States, since the adoption
of the sixteenth amendment, has passed upon the question
whether Congress has power under that amendment to tax
the income from securities of States and their municipal
subdivisions?

Mr. TREADWAY. I am unable to definitely answer the
question, but it is my impression that the question has never
been before the Supreme Court since the sixteenth amend-
ment was adopted.

Mr. CHRISTIANSON. So there is a possibility that we
could save delay if, in addition to proposing to the States
an amendment to the Constitution, we should adopt a stat-
utory change in our income-tax law?

Mr. TREADWAY. I have thought of the statutory change
myself, but in view of the absolute record that a constitu-
tional amendment must be adopted, I think it would be very
unfortunate to delay an effort for a constitutional amend-
ment by adopting statutory regulations and then having it
go to the Supreme Court and have the Court bear out its
previous decisions.

- Mr. CHRISTIANSON. I would not suggest any such de-
lay. As a matter of fact, I offered a resolution 2 years ago
proposing a constitutional amendment.. I introduced one
this year also; but 2 years ago, in addition to introducing a
resolution for a constitutional amendment, I offered a bill
which, if enacted, would reach this source of income by
statutory law if it were sustained by the courts.

Mr. TREADWAY. I think the gentleman will agree with
me that if we skate on as thin ice as the possibility of a new
statute, it would undoubtedly immediately go to the Court,
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and might involve us in all kinds of trouble for the time
being.

I wish to say further, however, I agree there is that pos-
sibility. Nevertheless, in view of all the studies that have
been made by the Treasury Department, and from the opin-
ions of our Presidents, and so on, I think it would be better
for us to go about it in the right and proper manner. There
are now before the Ways and Means Committee several bills
covering the very idea which the gentleman mentions, and
possibly we may come to their consideration.

Mr. CHRISTIANSON. I would not suggest anything that

.would make for delay, but I thought we might shoot this

fellow by using both barrels of the gun.

Mr. TREADWAY. That is good.

Mr. CHRISTIANSON. I also thought, and still think,
that there is nothing in the Constitution preventing Con-
gress, by statute, from authorizing the States to tax interest
income from Federal securities.

Mr. TREADWAY. The only difficulty would be muddying
the waters a little bif, with interest in the subject matter
defeated.

Mr. GIFFORD. Will not the gentleman let me buttress
his argument by reading a very brief excerpt from that
debate in 1922?

Mr. TREADWAY. Would not the gentleman from Massa-
chusetts be kind enough to insert it as part of his remarks?

Mr. GIFFORD. It is brief; I should like to read it now
as part of the general discussion.

Mr. TREADWAY., Very well.

Mr, GIFFORD. I read:

The National Government, after the adoption of this amend-
ment, will probably not issue any more bonds in large quantities
for a good many more years to come. The States, counties, and
municipalities will continue issuing bonds, the income from
which the Federal Government can tax without the States being
able to collect a tax in anything like a proportionate amount
on Federal bonds. Few States have an income-tax law. Counties,
districts, and cities pmbably can never have an income-tax law,
and must bear the disadvantage of having their bonds taxed by
tt)l;.e Federal Government without any corresponding benefit to

em.

[Here the gavel fell.]

Mr. BLANTON. Mr. Chairman, the gentleman from
Massachusetts is the ranking minority member of the Ways
and Means Committee. Would not the gentleman from
New York yield him a little more time? There are a num-
ber of us who wish to ask questions of the gentleman.

Mr. TABER. Mr. Chairman, I yield 5 additional minutes
to the gentleman from Massachusetts [Mr. TREADWAY].

Mr. TREADWAY. Mr. Chairman, I understood my col-
league to read a statement to the effect that very few bonds
would be issued in the future. Was that sentence in there?

Mr. GIFFORD. Yes.

Mr. TREADWAY. Who made that remark?

Mr. GIFFORD. I read it because of the irony of it.

Mr. TREADWAY. I join with the gentleman in that
feature. ;

Mr. Chairman, I now yield to the gentleman from Texas.

Mr. BLANTON. Ever since I have been here I have
wanted to see some such resolution as this passed, that
would remove the exemption from tax-exempt securities.
The gentleman from Massachusetts has been in Congress
for 22 years, I believe. Am I right?

Mr. TREADWAY. The gentleman is correct.

Mr, BLANTON. He has been a distinguished member of
the Ways and Means Committee for how many years?

Mr. TREADWAY, Seventeen, I think.

Mr. BLANTON. He is now the ranking minority member
of the Ways and Means Committee; and if the minority
were in power he would be the chairman of the committee;
is not that so?

Mr. TREADWAY. Well, the gentleman is making assump-
tions.

Mr. BLANTON. Under the operation of the regular sen-
iority rules, that would be the case. Now, why is it that with
so distinguished a Member on the Ways and Means Com-
mittee as the gentleman from Massachusetts in favor of a
proper resolution to tax all tax-exempt securities, when
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Presidents have been in favor of it, why is it we cannot pass
it here in Congress where 95 percent of the Members would
vote for it? What is keeping it back every year?

Mr. TREADWAY. I yield to my friend from Texas to
answer his own question; I cannot answer it.

Mr. BLANTON. Is the gentleman going to allow the same
thing to keep this bill from passing?

Mr. TREADWAY. I may say to the gentleman from
Texas that I am using every ability I have, mental and
physical, to get it through.

Mr. BLANTON. Let us get after this business from both
sides of the aisle and pass it this year.

Mr. TREADWAY. Will the gentleman help me get it
through?

Mr. BLANTON. In every way on God's earth the gentle-
man can think of,

Mr. GIFFORD. If the gentleman will yield further, ask
the gentleman from Texas how he voted on it in 1922.

Mr. TREADWAY. I do not want to embarrass the gentle-
man.

Mr. BLANTON. Oh, no vote I ever cast will embarrass
me. I have been against tax-exempt securities for 18 solid
years. My friend is referring to the Green bill in 1923.

Mr. GIFFORD. The gentleman from Texas voted against
it that time. .

Mr, BLANTON. Yes; I voted against the Green bhill in
1923, but the gentleman from Cotuit does not know what
he is talking about. That Green bill was a makeshift got
up by Ogden Mills, whose family owned several hundred
million dollars in tax-exempt securities, and it was approved
by Andy Mellon who, with various members of his family,
owned several hundred million dollars in tax-exempt securi-
ties, and the Green resolution would not have reached one
single dollar of the income then being drawn by these multi-
millionaires. Naturally, I voted against it. And in voting
against it, I had with me, voting as I did, such leading
Democrats as Finis Garrett, of Tennessee, our majority
leader; Jack Garner, who is now Vice President of the
United States; Mr. Pou, then Chairman of the Committee
on Rules; Mr. Buchanan, our present Chairman of the Com-
mittee on Appropriations; Connally, Hayden, and Byrnes,
who are now Senators; Mr, Doughton, our present Chairman
of the Ways and Means Committee; Jones, Lanham, Mans-
field, Rayburn, Sanders, Sumners, and other colleagues from
Texas; Mr. McSwain, Mr. Oliver, Mr. Rankin, Mr. Lea, Mr.
Steagall, Mr, Vinson of Georgia, and other very prominent
Democrats.

Mr. CULKIN., Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I yield.

Mr. CULKIN. When the present Secretary of State, Mr.
Hull, was a Member of the Senate, he introduced a resolu-
tion similar to that the gentleman is speaking.of now. Does
the gentleman know whether or not anything was done
with it?

Mr. TREADWAY. I referred to what the Senate did in
my remarks; and the gentleman will find it in the Recorp
tomorrow. Action was taken in the Senate in the Seventy-
third Congress.

Mr, CULKIN. That was the Hull resolution.

Mr. FOCHT. Mr. Chairman, will the gentleman yield?

Mr., TREADWAY. I yield.

Mr. PFOCHT. Did the gentleman mention Pennsylvania
in the course of his remarks?

Mr. TREADWAY. No; my colleague did.

Mr. FOCHT. In considering this resolution, has the
gentleman contemplated what will ultimately result from
the principle of double taxation? And is not that the
reason for the opposition: Double taxation?

Mr. TREADWAY. I think if we could get rid of double
taxation as between the Federal Government and the State
governments, this would be a much better country in which
to live; but at present it is hopeless to think we can ac-
complish that.

Mr, HEALEY. Mr. Chairman, will the gentleman yield?
Mr. TREADWAY. I yield.
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Mr. HEALEY. My colleague has made a very splendid
speech and I find myself in accord with many of his views,
but I should like to ask him if if is not his opinion that
in the final analysis removal of this wealth from taxation
has resulted, especially in residential communities, in the
poor little home owner having to bear an almost intolerable
burden?

Mr. TREADWAY. The gentleman is absolutely correct;
and I think I illustrated the case of the home owner in
the example I gave of the removal from taxation of tangible
property such as real estate. In such instances the prop-
erty of religious organizations, schools, colleges, and so
forth, which are exempt from taxation, throws, to the ex-
tent of the taxes represented, that additional burden onto
the rest of the community. There is no question about that
feature of it. [Applause.]

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield 20 minutes to the
gentleman from Ohio [Mr. HarLan].

Mr. HARLAN. Mr. Chairman, I always listen with a great
deal of interest to the remarks of the distinguished gentleman
from Massachusetts who just spoke, for they are always
scholarly and show a great deal of preparation. Last Thurs-
day, January 17, however, the same gentleman was discuss-
ing the reciprocity treaties and the reciprocity bill, and I
do not believe that part of that very carefully prepared
speech was quite up to standard. It is upon that issue I wish
to discuss the matter before the Committee today.

I addressed a question to the gentleman at that time as
follows:

Just as a matter of Information, I wonder if the gentleman would

include in his remarks in listing the concessions that we have
made to Cuba the concessions that Cuba has made to us?

His answer to that was:
I am interested in our people, not the Cuban folks.

Now, that answer may have meant something to the gen-
tleman who made it, but it certainly did net mean anything
to me. Fearing that it might not have meant anything to
the Committee, I thought it would be well at this time to dis-
cuss some of the concessions which Cuba made to the United
States.

Mr. TREADWAY. Will the gentleman yield for a ques-
tion?

Mr. HARLAN. I yield to the gentleman from Massachu-
setts.

Mr. TREADWAY. Relative to my answer to the gentle-
man’s question, may I say I was carrying on my remarks in a
chronological manner. I did not intend to be discourteous,
and the gentleman I am sure appreciates that fact. I could
add that the agreement arrived at under the reciprocal treaty
between Cuba and the United States is a matier of public
record, and, of course, it is very easy to find, and perhaps
the gentleman is going to quote from the record the articles
of interest.

Mr. HARLAN. I accept the gentleman’s explanation. I
know the gentleman meant no discourtesy; however, the in-
tent of the remark was so absolutely devoid of reason to me
in discussing such a question that I felt it merited discussion
at this time.

It is very much like a merchant who complains constantly
that his customers are taking away his merchandise and not
considering or discussing the amount of money which he got
for the merchandise, In the remarks which the gentleman
from Massachusetts [Mr. TrReapway] placed in the REcorp
he included all of the concessions that the United States
made to Cuba. He included the trade between Cuba and the
United States, but said not a word as to what we had gained
in exchange. I feel that that is not a fair discussion, even
allowing for the intense political angle to the argument. For
this reason, I wish to go over some of the advantages that
the United States gained from this treaty.

In the first place, Cuba agreed in this treaty not to increase
the duty on any American produce not mentioned in the
treaty. She agreed to reduce a number of consumption taxes,
which are as harmful as tariffs. She accepted a very definite
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quota on her exports of sugar to us, so as not to injure our
producers. She reduced the tariff on lard from $9.18 to $2.73,
and this is to be again reduced to $1.45 in September of 1936.
She removed the consumption tax on lard, amounting to $1
per 100 pounds. On crude vegetable oils, such as cottonseed
and similar oils we produce, the tariff was reduced from $4.36
to 88 cents. On refined vegetable oils from $6.45 to $1.36. In
addition to that, Cuba gave oils coming from the United
States a preference over those of other countries of 35 percent
on the crude and 30 percent on the refined. She removed
the consumption tax on American flour and gave a substan-
tial preference on American flour. On pork she reduced the
tariff from $6.54 a hundred to $4.09 a hundred; bacon and
smoked pork from $7.63 to $5.45 per hundred; ham, $8.72 to
$5.45 per hundred; potatoes, $1.81 to 91 cents per hundred.
And so on down the line.

The last item involved was cigarettes. Cuba reduced the
tariff on American cigarettes so that cigarettes, which were
previously selling in Habana for 75 cents a package, will now
be sold at 25 cents a package. She cut the tariff in half on
automobiles.

May I give a summary of what has happened since this
reciprocity treaty went into effect. The gentleman from
Massachusetts was crying about the great imposition that
had been imposed upon our agricultural interests. The total
value of agricultural products exported by us to Cuba, since
these concessions were granted by Cuba, was $1,018,000 plus
in September, as compared with $600,400 the month before,
and $448,000 in September a year ago. In other words, we
almost doubled our exports on these particular commodities.

On the nonagricultural produce, in the first month the
value of the articles mentioned, including automobiles, can-
ned salmon, and a lot of commodities like that, increased
from $742,000 in August to $830,000 in the following month.
To show the effect, Mr. Chairman, of good will in interna-
tional trade, and this is just good will alone, we so obtained
the good will of the people of Cuba by this act that we
increased our export on things not specifically mentioned at
all in the treaty. The total exports on commodities not
changed in rate were $2,466,000 in September as against
$1,835,000 the month before, or an increase of 34 percent.

The total exports were increased in September 1833 from
$1,903,000 compared to September 1934 of $4,380,000. Oc-
tober 1934, as compared with October the year before, they
went from $1,644,000 to $4,744,000. In November 1933, as
compared with 1934, our trade increased from $2,005,000 to
$4,213,000.

Mr. Chairman, we cannot look at one side of this picture
and say that the United States has not gained anything.
We have gained in good will, not only as far as Cuba is
concerned, but we have gained good will in the whole of
Latin America. Our frade outside of these treaties has
doubled on practically all of our exports, The situation
between the United States and Cuba is very much the same
as it is between the United States and many other coun-
tries, We have peculiar conditions under which we may
manufacture and grow certain commodities at a great profit.
Cuba has peculiar conditions under which she can produce
certain things at a great profit. Before the passage of the
Grundy tariff we were exporting a great deal of pork to
Cuba. We put an additional fariff on Cuban sugar and
Cuba came back with an additional tariff on pork.

Now, we cannot very profitably grow sugar. Sugar to
Cuba is the most productive crop, and they can grow it
down there at the greatest profit of anywhere in the world.
However, they cannot grow pork. We can grow pork profit-
ably. Our farmers can make more money by converting
corn into pork than almost anything else they grow in the
fleld. Cuba did produce some pork down there, but it was a
very poor imitation. They continued to eat this imitation
food because we would not take their sugar. The climate
down there is not suitable for the production of pork. Ours
is not adaptable for the growing of sugar. When we enter
into this reciprocity treaty, we open the Cuba market to the
American farmer for the sale of hogs, bacon, and lard to
Cuba, and in exchange we take her sugar, The American
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farmer is not going to lose anything by producing and selling
those things out of which he can make the most money.

Mr. MICHENER, Will the gentleman yield?

Mr. HARLAN. 1T yield to the gentleman from Michigan.

Mr. MICHENER. The gentleman means that the sugar
grower will lose but the pork grower will benefit?

Mr. HARLAN. In practically every case I know of, cer-
tainly in the Middle West, the sugar grower and the pork
grower is the same. He can simply transfer from raising
sugar beets to raising corn. That is all there is to the
matter.

Now, Mr. Chairman, what was the condition that brought
about the necessity for this reciprocity treaty with Cuba?

In 1624 Cuba was our sixth best customer. In 1933 Cuba
was our sixteenth best customer. Our exports to Cuba had
declined 89 percent and our imports had declined 63 per-
cent. In 1924 two-thirds of Cuba’s imports came from the
United States; in 1933 a little more than one-half. In 1924
four-fifths of her exports went to the United States, and in
1933 it was reduced to two-thirds. )

In other words, this country, that was our natural cus-
tomer and our neighbor, had its profitable trade going into
Europe and the South American countries. We did not have
the sense to keep our ports open for this influx and outgo of
a most profitable nature. Now this has been readjusted.

The whole thing is just a reflection of the condition the
United States had allowed itself to get into during the de-
pression. During that time world trade had dropped two-
thirds of its value from 1929 to 1933. During this same time,
h:lwever. our foreign trade had dropped three-fourths of its
value.

In other words, we had lost a greater proportion of
the world trade than other nations. Why? Because other
nations were engaging in reciprocity treaties. They were
fixing quotas, they were having exchange pools and every-
thing else to boost their trade, while we were still using the
horse-and-wagon methods we had used before in handling
our trade protection through tariffs and nothing else, and
the rest of the world was not only taking our trade away
fmmenus in our neighborhood here, but every other place
as well.

I should like to go through the remarks of the gentleman
from Massachusetts and comment a little more on some
of his other statements. He said this:

The State Department does not hope to get a balance of trade
in our favor, because that would be virtually impossible. We
simply increase our purchases in Cuba. and plously hope that
Cuba will buy more from us. In the end, instead of spending
$2 in Cuba for every dollar of trade we receive in return, we
probably will be spending 3 or 4 dollars.

What a puerile, childish statement this does seem to be,
with the utmost respect for the gentleman who made it.
Certainly, we can never sell as much in Cuba in merchandise
as Cuba sells to us. Why? Because we have extensive in-
vestments in Cuba and this must come back in the form of
dividends. We do a lot o‘f hauling for Cuba and that must
come back in the form of dividends and it is because of the
fact that Cuba has heavy foreign investments in their coun-
try and because she buys service from other countries that
she is one of those countries on the globe that will always
have a so-called “ favorable balance of trade.” We, in this
country, during the last few years, have always been talking
so much about our favorable balance of frade. We had a
lot of tourists going to Europe spending money. We were
paying dividends to foreign countries. We were hiring
foreign countries o haul our goods and paying out for
service and, naturally, we had to sell more than we could
buy, because those bills had to be paid. We continued to
have a favorable balance of trade as long as we lent money
and there was no payment. Let Europe begin to pay our
loans and our favorable balance of trade will disappear like
a mist over a marsh at sunrise. We will never sell to Cuba
as much as we buy from her unless we stop investing in
Cuba and unless we also stop hauling Cuba’s goods and
rendering other kinds of service. We will always have a
favorable balance of trade as long as we continue to lend
money to Europe and they do not pay it back, as long as
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we continue to send tourists over there and as long as we
continue to buy their hauling.

Mr. WOLCOTT. Mr. Chairman, will the gentleman yield?

Mr. HARLAN. I may get a little more time, and if so, I
shall be pleased to yield to the gentleman.

The gentleman from Massachusetts also made this state-
ment:

The preliminary negotiations are carrled on in secret, behind
closed doors. The public has no knowledge of what duties for-
elgn nations seek to have reduced, nor of what concessions our
representatives seek in return. The first notice given consists in
an announcement by the State Department that negotiations are
under way with a certain country.

I do not believe the gentleman could have made a sincere
investigation of the way these treaties are negotiated before
he made these remarks.

In the first place, our negotiators call in from the countries
with which a reciprocity treaty is to be negotiated, our State
and commercial representatives. They find out in a general
way what commodity that country would like to sell to the
United States and what she could sell to the United States.
We get the picture of the foreign country in this way, just
as they do with respect to us. Then we prepare a notice
which is sent to the press, open to anyone who desires to see
it, not only giving the reasons the treaty is desired, but giv-
ing every commodity that we trade with in that country,
every commodity we buy and every commodity we sell.
This is sent through the press to everybody who manufac-
tures these commodities and they are all invited to come in
and present, first, their written briefs, and then their oral
arguments, every one of them who so desires is represented.

I am going to include in my remarks a summary of the
notices that were sent out to the industries in the United
States in negotiating the last treaties, with the dates given.

DEPARTMENT OF STATE,
January 16, 1935,
Trade agreements calendar

Latest
date for | Date
' | Date of | submit- | for oral
Country isspance ting presen-
of notice | written | tation
state- |of views
ments
Brazil
Haiti
Belginm._.
Col ia
Costa Rica...
Guatemala__ _
Honduras._ -
Nicaragua. -

Spai
£

The Netherlands, including Netherland India, Nether-
'1:1?31 Guiana, and Netherland West Indian islands_

Feb. 4
Feb. 11
Mar. 11

These negotiations are not particularly secret. In the
first place, the Department of Commerce, gentlemen, knows
more about any one industry all over the United States from
years of statistics that they have, than any manufaciurer
knows himself about that particular industry, because they
have been collecting it, impartially, for years, and they have
it gathered from the entire country.

I was amused at a manufacturer of paper in my own district
about 3 years ago when Canada went off the gold standard.
You remember, at that time everybody was saying that with
Canada going off the gold standard our markets were being
flooded. A very vehement protest was sent to me urging me
to go before the Tariff Comm.tssiun and try to get a tariff on
finished paper.

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield the gentleman 5
minutes more.

Mr. HARLAN. He asked for an increase in the tariff
because the change of currency in Canada was flooding the
country. I went to the Tariff Commission and the Depart-
ment of Commerce and found that instead of a flood of
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paper coming into this country the imports were far less
after Canada went off the gold standard than before, show-
ing that the individual industrialist does not have the chance
to know the conditions in his own industry that the Depart-
ment of Commerce does.

May I say again that subsequently there came a movement
from the Ways and Means Committee to increase the tariff
on wood pulp because of the great influx of wood pulp com-
ing in, and this same man, a buyer of wood pulp and a seller
of paper, wrote me a letter saying that Canada going off the
gold standard had not affected things at all.

As to the reciprocity treaty, what chance had the Stutz
Motor Co. when we put a tariff on French tapestry, French
china, and French perfumes—what chance had they for a
hearing? France pul a retaliatory tariff on automobiles,
What chance had the Stutz Motor Co. for a hearing on that?
They did not realize when we put the tariff on tapestry,
china, and perfumes that they were going to be affected
by it. How much different is this situation? The industry
affected now gets adequate notice and can present any facts
it desires

Now, the gentleman from Massachusetts also said that
this is a new type of legislation. Well, the first precedent
on which the reciprocity bill was founded was our Embargo
Act of 1794; then our Preferential Duty Act of 1798, and so
on, through provisions of the Tariff Acts of 1870, 1897, 1909,
and 1922. In many of these acts the President was author-
ized to do far more than we authorize here. Time will not
permit a summary from that time up to this, but there is
practically nothing new about it.

The gentleman from Massachusetts said this—and this 13
the most important:

The gentleman from New York yesterday explained the situation
as regards matches. It seems that there is a group of capitalists
here urging a change of duty on Swedish matches. You do not
suppose they want to raise the duty for the benefit of the Amer-
ican producer? On the contrary, their one object is to make some
kind of a deal whereby our industry producing matches shall be
wiped out.

I have looked up the report on the match industry and
find this interesting thing.

In 1919 the net profits of the match industry amounted to
three and a half million dollars, and the wages paid amounted
to $3,000,000. In 1929 the net earnings were, in round num-
bers, $2,600,000, and the wages amount to $4,100,000. In 1931
the net earnings were $3,400,000 and the wages $3,400,000,
and in 1933 the net earnings amounted to $3,400,000 and the
wages $3,200,000. In other words, during those 4 typical
years which I have picked out before the panic, during the
panic, and since, as we think we are partly out of it, almost
universally the profits of the match industry exceeded the
amount of money they paid for wages. I am quoting from
Moody’s Reports on Corporations.

The CHAIRMAN. The time of the gentleman from Ohio
has expired.

Mr. ARNOLD. Mr. Chairman, I yield 5 minutes more to
the gentleman from Ohio.

Mr. CULKIN, Mr, Chairman, will the gentleman yield?

Mr. HARLAN. Yes.

Mr. CULKIN. Will the gentleman add o the amount paid
for wages in excess of $3,000,000 in the match industry the
amount that it disbursed for American products, sulphur,
wood, and other things going into the manufacture of
matches?

Mr. HARLAN. I have not that here.

Mr. CULKIN. It is in excess of $10,000,000 per year.

Mr. HARLAN. That does not seem quite possible, because
the entire value of all of the matches produced was less than
$10,000,000. I shall try to put the entire value in. I have it
some place, but not available right at this minute.

Mr. CULKIN. The gentleman will find that in the last
report of the Tariff Commission on this question.

Mr. HARLAN. I am not interested in the portion of the
total manufactured value of matches which goes to raw mate-
rial. I am solely interested here in the proportion of the
profits which goes to labor. As long as we protect back of
tariff walls an industry that pays as much money for profits
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as it does to labor we will never be able to keep the industrial
machinery going.

For example, from 1923 to 1929 the total value of manu-
factured products in the United States increased $9,000,-
000,000, or approximately 16 percent. During the same years
the amount of money paid to wages increased one-half billion
dollars, or approximately 5 percent. This unhealthy ratio
between profits and wages is largely responsible for our very
overwhelming debt structure which has bogged down our
industrial machine.

The gentleman from Massachusetts was also much wor-
ried about maintaining our standard of living. He says on
page 603: :

If we are going to seek larger foreign markets, we must be pre-
pared to meet world competition, and this means low production
costs. Our standard of living would have to be lowered to that
of Europe and the Orient, fewer men could be employed, sweat-
shop working conditions would prevail, and wages would have to
be reduced to a fraction of what they now are. Is it worth the
price?

This is a type of argument that has become standard for
protectionists for a long time. Yet the answer is obvious.
Even with the tremendous burden of ineffective industries
tied around the necks of our efficient industries, with our
efficient industries we are able now to sell throughout the
world and to undersell foreign competition. It is because of
that that foreign countries have built probably higher tariff
walls against the United States than against any other one
country.

We can make in the United States any commodity requir-
ing tremendous power, mass production, and abundant nat-
ural resources, and in making that we can pay a wage scale
higher than any place in the world because of the difference
in value between our power and natural resources on the
one hand and the value of the manufactured product on
the other. Out of this differential we can and always have
and always will pay higher wages. If is not the industry that
cannot exist without tariff protection that fixes the wage
scale. It is not the tariff-protected industry that goes out
into the world market and carries American trade. If is not
the United States that has to worry about the efficiency of
our manufacturers. It is the foreign countries that are try-
ing to keep them out through tariff walls. If, through reci-
procity treaties, we can lower these tariff walls and buy those
commodities which we cannot efficiently and effectively pro-
duce and sell those commodities which afford big profits and
higher wages both we and our customers will prosper.

Mr. CRAWFORD. Mr. Chairman, will the gentleman
yield?

Mr. HARLAN. I shall in a moment if I have the time,
The American producer in exploiting labor and using the
tariff to do that is not at all unusual. The Canadian Gov-
ernment last year appointed a so-called “ royal commission ”
to investigate conditions in that country, and during the
Christmas holidays that royal commission reported to the
Canadian Parliament on the textile indusiry in Canada. Let
me show you what that report says:

The Dominion Textile Co., which employs 41 percent of the
Canadian cotton workers and is one of the chief beneficiaries of high
duties, was shown to have pald without interruption for 10 years
dividends equal to 150 percent on its original investment and 22
percent on a second stock subscription in 1922. Yet it had re-
duced labor payments 10 and 20 percent in 1933 and they were still
down 7 percent, although the company in 1934 earned the highest
trading profits since 1929.

The tariff has kept the Canadian textile industry out of red ink
throughout the depression and it had decreased the textile imports
from the United States from 75,638,000 square yards to 17,112,000,

But it had produced wage scales varying from $11.50 to $15.71
per week, and that, as one member of the commission remarked,
was a poor example of high tariffs as creators of employment.

Our American match industry compares very favorably in
grinding down labor with the Canadian textile industry.
From 1919 to 1933 the number of match factories had been
reduced from 21 to 16. Wages in 1931 averaged $1,037 per
man, whereas in 1933 they averaged $885 per man, although
the profits in both years was approximately the same, three
and four-tenths million dollars. They maintained their
profits by reducing wages.
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Mr, Chairman, the whole world is sick of the tariff walls
with which we have surrounded all of our countries. They
are tying up trade. They are keeping efficient industries
from making profits they ought to be entitled to, and it is
out of profits that wages are paid and in no other way. They
talk about our American wage scales being due to the tariff.
Why did we originally institute a rigid tariff policy? Be-
cause the wage scale already prevalent in our new country
was so high in agriculfure, in making rum, and in ship-
building that we had to put a tariff on to induce laborers to
go into other manufacturing business. That is why we put
the first tariff on and brought the Du Pont Co. here to manu-
facture powder, because we could not pay our current wage
scale and sell the powder in competition with Europe. We
have put unprofitable industries around the necks of effi-
cient profitable industries. But the tariff is here. Our in-
dustrial life has been built up around the tariff. Nobody at
this time is radical or wild enough to think that we can wipe
those out over night and bring the millennium here in inter-
national trade, but we can do one thing, and that is what the
administration is doing. We can gradually, through reci-
procity treaties, adjust our international trade so that profit-
able industries, efficient industries, can again function; and
those industries which cannot exist without a tariff wall will
have an opportunity to change their capital over into other
industries that can. [Applause.]

We have heard a great deal in this Congress about the
danger of communism and fascism. To any thoughtful per-
son it is apparent that capitalism, not only in the United
States but in the world, is at the crossroads. It must pro-
duce wages high enough to protect humanity from want or
it will be replaced by some other form of civilization.

The reactionary element tells us that our way to salvation
is by extreme nationalism; to build a wall around us so high
that no goods can come in, and seek our own salvation. If
this were true, it would bring questionable safety to our citi-
zens, if by doing that the other white and yellow races of
the world who are not so fortunate as to possess the immense
free-trade market which we possess are reduced to starva-
tion. Their hatred of us would inevitably lead us into war
where our vaunted prosperity would sink with civilization.

But is it possible to procure comfort and happiness by
cutting off world trade completely? Our experience in all
past depressions did not so indicate, because, if so, the less
foreign trade we have the greater our domestic prosperity
ought to be. Yet it is obvious that as our own prosperity
sinks into a panic, instantly foreign trade and commerce
sink with if. The extent of our foreign trade furnishes an
index, as it rises and falls, of the prosperity which we are
enjoying in our domestic commerce.

The imperative thing that capitalism must do, not only
in the United States but in the world, is to see that men
eat, are clothed, and have a sense of security against the
casualties of life; and the only way that that can be done is
for all humanity to engage in those industries which produce
the greatest profit, because out of great profifs, with honest
administration, high wages are paid.

Capitalism, furthermore, must develop some system of con-
trolling human selfishness; at least to the extent of prevent-
ing exploitation by those in power over those who are defense-
less. If we cannot stop exploitation, then fascism must do
it with the big club, or communism must do it by dragging
us all down to the same level, where there will be no in-
centive to save, no incentive to profiteer, because there is no
investment which can be made of the ill-gotten gains.

If we cannot control this blood-thirsty demon of selfish-
ness, then communism, fascism, or any other form of gov-
ernment must furnish an ultimate welcome relief.

Mr, MICHENER. How about developing any new indus-
tries?

The CHATRMAN. The time of the gentleman from Ohio
has expired. ;

Mr. MICHENER. Will there be opportunity to develop
any new industries under this system? .

Mr. HARLAN. I am sorry. I would like to answer that
question, but my time has expired.
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Mr. ARNOLD. Mr, Chairman, I yield 10 minutes to the
gentleman from Indiana [Mr. LupLowl.

Mr. LUDLOW. Mr. Chairman, it is a common practice of
many orators and newspapers to speak in a belittling way
of Postmaster General James A. Farley as the “ political
member of the Cabinet ”, as if to convey the sinister implica-
tion that he spends his entire time playing politics and
hatching political schemes to the great injury and detriment
of the public service. The constant effort seems to be to
build up a popular mirage of Mr. Farley as “ Old Man Poli-
tics incarnate ”, and thus to create the impression that the
head of the greatest business establishment on earth—the
United States Postal Service—is a scheming politician, pure
and simple, devoid of business and administrative experience
and qualifications, who is kept in office for one purpose only,
and that is to handle the politics of the national administra-
tion.

It is my purpose in the brief time it would be proper for
me fo speak today to dispel this Farley myth and to show
that while Mr. Farley undoubtedly does know a thing or two
about politics he also is liberally endowed with business
brains and executive capacity and that the Post Office De-
partment under his guidance is economically conducted and
wisely administered and that the character and quality of
the administration of that great Depariment is such that it
could well be taken as a pattern for all other Government
departments and activities.

What I shall say about the administration of the Post
Office Department, the opinions I shall express, will be based
on the intimate contacts I have with that Department by
reason of being a member of Mr. ArNoOLD’S subcommittee on
Post Office Department appropriations. We are constantly
in touch with the Department. Every year we have the
most elaborate hearings. We call the postal officials, high
and low, before us, seat them across the table from us and
put them through a gruelling examination. We take the
Department apart and watch it tick, so to speak. The in-
formation that has come to me by this delving process tells
me that the Post Office Department is ticking like it ought
to tick; that it is being conducted with high efficiency and
on a basis of sound principles of economy that might well
be copied by many of our other departments and new ac-
tivities.

MY ONE FET EWE LAMB

My testimony, I believe, will be all the more impressive
when I say that in patronage matters Mr. Farley and I
have not clicked. He took away from me my one pet ewe
lamb, the postmastership of Indianapolis, and turned it into
the corral of my genial friend the senior Senator from
Indiana on the theory that a Senator is entitled to name
the postmaster of his home city.

Mr. CULKIN. Mr. Chairman, will the gentleman yield?

Mr. LUDLOW. I yield.

Mr. CULKIN. I was just going to ask if the gentleman’s
conciliatory remarks mean that he is trying to get the post
office back?

Mr. LUDLOW. Not at all. That question will be an-
swered a little later in my remarks.

I have always regarded that as a bum theory. [Laughter.]
If I am ever elected to the Senate, I may think more of it;
but for the present I disapprove of it. Then, after the Home
Loan Bank Board had voluntarily, graciously, and kindly,
and on its own initiative, invited me to name the manager
of the Home Loan Corporation at Indianapolis, and in my
perfect innocence I had appointed and notified the man of
my choice, Mr, Farley waved his magic wand, and, presto,
the appointment was turned over to the same genial friend,
and I was not allowed even to name the attorneys and ap-
praisers for my district, which were the humble crumbs that
fell to all other Congressmen in that patronage shower, all
of which I thought was in violation of the immutable prin-
ciples of justice, to say nothing of the Constitution and the
Bill of Rights. [Laughter.] When I pleaded with Mr, Far-
ley to appoint a wonderful colored man of my district as
minister to Haiti, a white man from a far-away State got
the job. At the beginning of this administration I sub-
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mitted a vreferred list of appointments, and it was given a
preferred place in a pigeonhole, where it still maintains its
preferential status. [Laughter.] The dust on it is thick
and getting thicker. I cite these facts merely to show that
the encomiums I intend to hand to the Post Office Depart-
ment are not inspired by any patronage largess heretofore
bestowed or by the hope of any patronage largess yet to
come, as all of the appointments in which I was especially
interested have heen filled. [Laughter.] Someone may
arise to inquire in amazement why I, the forgotten man,
should pat the hand that has failed to feed me the fruits
of the patronage plum tree, but I hope that I am big enough
and broad-minded enough not to allow selfish considerations
to warp my vision. I hope I am big enough and broad-
minded enough to recognize that efficient and economical
public service should be our first and paramount aim, and
that is the kind of service the Post Office Department is
giving to the people of this country.
THE WATCHWORD OF OUR STATESMEN

Mr. Chairman, for a hundred years economy was the
watchword of our statesmen. For a hundred years “ We de-
mand retrenchment in the cost of government ” was a full,
resounding phrase that was featured and exploited in every
political platform of every political party, National, State,
and local, as the greatest of all desiderata. Political action
lost all of its virtue and its beneficent essence unless it was
associated with economy. And then, Mr.Chairman, a change
came over the spirit of our dreams. We began to ask our-
selves not how much money we could save for the benefit
of the taxpayers but how much money we could twist and
pry out of the Government to appease the various groups
and blocs that were hammering at the doors of the United
States Treasury. The change in psychology swept not only
over the Congress but over the Government departments and
bureaus as well. The chiefs of services began to take the
attitude that it was their bounden duty not to see how eco-
nomically they could conduct their offices but to siphon as
much money as possible out of the Treasury to propagandize
their activities and swell their personnel. Years ago econ-
omy in the departmental service became also a lost art.

It is interesting and refreshing, therefore, to examine with
some particularity the record made by the Post Office De-
partment under Mr. Farley since Franklin D. Roosevelt be-
came President. I am one of those who believe in less gov-
ernment in business and more business in government, and
I have been genuinely pleased to note the extent to which
the Postal Service is now operated on recognized sound busi-
ness principles. The result of a business direction of the
Department is strikingly attested by the fact that on June 30
last, the end of the fiscal year 1934, there was a surplus on
hand of $12,161,415.03 after giving credit for franked and
penalty mail and air and ocean mail subsidies.

The CHAIRMAN. The time of the gentleman from In-
diana [Mr. Luprow] has expired.

Mr. ARNOLD. Mr. Chairman, I yield the gentleman 3
additional minutes.

Mr. CULKIN. Will the gentleman yield right there?

Mr. LUDLOW. I yield.

Mr. CULKIN. Did the gentleman see the article in the
Washington Herald last week, discussing the administration
of Postmaster General Farley, in which it was stated that
the actual deficit in that Department during the last year
was $84,000,000?

Mr. LUDLOW,. I do not recall, but I know that is not
true.

Mr. CULKIN. That was the statement made in that
article.

Mr. LUDLOW. The article simply is incorrect. I do not
charge and I do not believe that it is intentionally untrue,
but I say it does not state the facts.

Mr. CULKIN. One of the distinguished paragraphers of
that newspaper made that statement.

Mr. LUDLOW. I have no quarrel with him. He un-
doubtedly thought he was stating the fact, but I have taken
the trouble to check up these figures, and I know that he is
mistaken and that the figures I am giving are correct.
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Mr, ARNOLD. Will the gentleman yield?

Mr. LUDLOW. I yield.

Mr. ARNOLD. That does not take into consideration the
nonpostal functions that have been imposed upon the Post
Office Department, and from the system of accounting as
followed out, that was adopted by the law passed in 1930,
the Post Office Department during 1934 did actually show a
profit of $12,000,000, and with the same system of account-
ing that was in use since 1930 the Post Office Department
on each and every one of the years prior to 1934 showed a
large deficit.

Mr. CULKIN, That was the new type of bookkeeping
that was initiated by the new Postmaster General.

Mr. ARNOLD. That is the new type of bookkeeping that
was initiated by a law passed under the genfieman’s ad-
ministration.

Mr. CULKIN. Two sets of books.

Mr. LUDLOW. Mr, Chairman, I do not want all of my
very limited time consumed by others.

FIGURES ARE ELOQUENT

Those figures are eloquent. They show that as far as the
Postal Service is concerned—the largest single business in
the world—the Budget is being balanced. The longing of
every business man for a balanced budget is being realized
in that department. Now, how was it in former years?
Tongue and buckle have heretofore been far apart in the
Postal Service. The spread between income and outgo
reached its widest girth in the entire history of the Postal
Service in 1932, the last year of the former administration,
when after giving the same credits for franked and penalty
mail and for air and ocean mail subsidies there was the
enormous deficit of $153,581,408.20.

Under Mr. Farley's administration of the Post Office De-
partment everlasting vigilance has been observed in trying
to effect savings wherever possible. In the transportation
of mail there was a decrease from $180,300,000 in 1833 to
$167,296,000 in 1934, due largely to the fact that better con-
tracts were made and better prices were obtained. On
domestic air mail alone there was a saving of $6,500,000, and
while there has been some criticism of the abrupt way the
old air mail contracts were broken off and while it is pos-
sible that the transition might have been effected in a less
blunt and in a more equitable way, the fact remains that the
change was distinctly in the public interest, for it is now
revealed that under the old order the air mail contractors
were receiving entirely too much subsidy at the expense of
the American taxpayers. For an average rate of pay under
the new confracts the country is receiving as efficient air
mail service for 26.802 cents per mile as cost 42.6568 per mile
under the contracts prior to annulment. Furthermore, the
new system not only embraces 3,676 more route-miles than
was embraced in the old system, but it serves 4 additional
States and 41 cities which did not have air mail service
at the time the old contracts were annulled. The proof of
the pudding is in the eating. The proof of an administra-
tive act is whether the public benefits by it, and judged by
that test the cancelation of the air mail contracts has been
justified.

In the darkest days of the greatest depression the world
has known Postmaster General Farley managed to carry
on his Department without dismissing an employee, which I
maintain is quite an achievement. The necessary savings
were obtained by administrative furloughs and by not filling
vacancies. Every employee of the Department had a very
satisfying feeling of security, knowing that when the storm
blew over he would still have his job, with the certainty of
full-time restoration.

MR, FARLEY'S ABLE ASSISTANTS

Now, I would not have it understood that I believe all the
credit for a successful administration of the Post Office De-
partment should go to Mr. Farley. I know that a good deal
of it belongs to effective men in key positions. His four as-
sistants—First Assistant W. W. Howes, Second Assistant
Harllee Branch, Third Assistant Clinton B. Eilenberger, and
Fourth Assistant Smith W. Purdum—are all capable men and
comprise as fine a group of official advisers as any Postmaster
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General ever had, and I would not overlook my friend Am-
brose O’Connell, who is not only a most capable administra-
tive assistant but who knows all the politics Mr. Farley ever
forgot. To borrow a favorite expression of Henry Van
Porter, we were “ charmed ” by the breadth of vision and the
intimate knowledge of the vast details of the Postal Service
displayed by my old colleague of the fourth estate, Second
Assistant Postmaster General Branch, when he appeared as a
witness before our subcommittee.

To Smith Purdum, the Fourth Assistant Postmaster Gen-
eral, I doff my hat in unqualified admiration. He has a more
wide-spread knowledge of the Postal Service than his asso-
ciates in Mr. Farley’s kitchen cabinet, because he has been
longer in the Service. He is the soul of conscientiousness
and the symbol of devotion to the public interest. Not only
is he efficiency personified, but his capacity for work beats
almost anything I ever knew. Furthermore, according to my
notion, he has an idea that ought to possess all public serv-
ants, but which really possesses but very few in this era of
spending, and that is that dollars represent the sweat and
toil of the taxpayers and are not to be spent without receiv-
ing 100 cents of value for every dollar expended. Mr, Pur-
dum is the author of an axiom that ought to be posted in
every public office in America:

A dollar wisely expended is a good investment, but the wasting of
& dollar i criminal.

MANY ECONOMIES ACCOMPLISHED

On the single item of equipment and supplies, rent, light,
heat, and so forth, Mr. Purdum was able to save the tax-
payers millions of dollars during the last fiscal year after
receiving Mr. Farley's consent to put his economical ideas
into effect. His ingenious methods of saving money make
an interesting story of postal thrift. He was convinced that
there was a waste in using electric lights in leased and rented
quarters, and he set about to correct that condition. Once
a month orders were printed in the Postal Bulletin calling
on postmasters to economize on lights. This furned up a
saving of $190,000. Postmasters were instructed to save used
twine, knot the ends together, and roll the strings into balls
for future use. The result has been a large saving in the
twine bill. Another order prohibits trucks from making un-
necessary trips, and before a truck can be sent out authority
must be given by the proper official. Result, a handsome sav-
ing on gasoline as well as on wear and tear. Mr. Purdum
ordered surveys made of large quantities of Government-
owned second-hand furnifure in storage, and he found that
with small repairs much of this furniture, which is really of
an excellent quality, could be reconditioned and made service-
able for postal needs. Result, another large saving. He
enunciated the theory that a spick-and-span new mail sack
is not necessary to carry the mails, but that a repaired one
will do the work quite as well, and as a result more half-soled
mail bags are going around these days than ever before.
Postmasters are instructed to give personal attention to the
conservation of supplies, such as pens, ink, blotters, lead pen-
cils, and so forth; and the postmaster who carelessly leaves
his electric lights turned on when they are not needed for
illuminating purposes will sooner or later come to grief under
the watchful eye of Mr. Purdum. All of the supplies for the
Postal Service, both for the Department and for the field, are
issued through Mr. Purdum'’s office. Every requisition is
scrutinized with the utmost care by three capable and vigi-
lant officials—Louis Y. de Zychlinski, Assistant Deputy
Fourth Assistant; Frank J. Buckley, Deputy Fourth Assistant,
and Mr. Purdum, and there is not a chance in a hundred
that anything crooked or extravagant will get by that eagle-
eyed friumvirate.

A MOST ENTHRALLING STORY

If I had more time I might go more fully into the intricacies
of postal administration in the well-ordered set-up that is
now controlling that branch of the public service which has
its ramifications all over the world and which gives perma-
nent employment to 237,636 human beings. It is a most

enthralling story. Critics of Postmaster General Farley may
abuse him, if they like, for alleged political atrocities. That
is their funeral. But if they will examine the record as I
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have done and are only half-way fair, they will have to admit
that as Postmaster General Mr. Farley is doing an excellent
job. As one American citizen, I should like to see every other
department, agency, and activity take note of the healthful
example of economical administration in the Post Office
Department to the end that Postmaster General Farley's
policy of putting business into Government may be emulated
throughout the entire public service. I am wishing Mr.
Farley all power in extending his administrative principles of
careful economy to other governmental soil. I only hope that
his example will become infectious. [Applause.]

Mr,. TABER. Mr. Chairman, I yield 30 minutes to the gen-
tleman from New York [Mr. Fisxul.

Mr. FISH. Mr. Chairman, a week ago I stated in the
House that I would present cerfain evidence that Federal
officeholders were contributing to a Communist veterans’
organization, with its headquarters in the city of Washing-
ton. I propose merely to state the facts and not suggest any
remedy. After the facts are presented, the matter will be in
the hands of the Democratic Party for any action it desires
to take., In order that there be no misunderstanding of the
facts either on the floor or in the minds of the representa-
tives of the press, I propose to read them.

I have in my pocket photostatic copies of the receipts for
these contributions, which I will be glad to show to any
Member of the House. They were given to me unsolicited,
but given to me with the understanding that I would not
disclose the source from which they came. However, I have
investigated the source thoroughly and am glad to endorse
it 100 percent, as well as the photostatic copies of the receipts
to the same extent.

In accordance with the statement I made in the House of
Representatives a week ago I am presenting photostatic
copies of receipts for donations received by the Veterans
Rank and File Committee, signed by Harold Hickerson, a
prominent Communist, from Federal officeholders for the
purpose of instigating a bonus march of Communists on
Washington.

I have prepared my remarks carefully so that there can be
no mistaking the facts or twisting them for ulterior purposes.
I am prompted to do so in order to protect such recognized
veteran organizations as the American Legion, Veterans of
Foreign Wars, and Disabled American Veterans, who are
bitterly opposed to the Communist Veterans Rank and File
Committee, Veterans Liaison Committee, and Workers Ex-
service Men's League, all of which are led and dominated by
such well-known Communists as Emanuel Levin, Herbert
Benjamin, and Harold Hickerson.

As Al Smith says, “ Let’s look at the record.” Let us see
what the record discloses about the largest single contribu-
tor—Robert Marshall—to the Communist Rank and File
Committee in order to promote Communist activities and
bring their bonus marchers to Washington. He contributed,
according to the photostatic copies of receipts signed by
Harold Hickerson, a total of $120, of which $100 was con-
tributed on December 29, 1934, and $20 on December 18,
1934. Mr. Marshall is the Directer of the Forestry Division,
Bureau of Indian Affairs, Department of the Interior, draw-
ing a salary of $5,600 from the Federal Government. He is
chairman of the American Civil Liberties Union Committee
of Washington, D. C., an organization that upholds the Com-
munists in their advocacy of force and violence to overthrow
the Government, replacing the American flag with the red
flag, and erecting a Soviet government in place of our re-
publican form of government guaranteed to each State by
the Federal Constitution.

Mr. Marshall is one of the younger members of the “ brain
trust ””, most of whom are or have been active members and
officials of the A. C. L. U., such as Prof. Rexford Guy Tug-
well, A. A. A.; Donald R. Richberg, N. R. A.; Robert Fechner,
C. C. C.; Prof. Paul H. Douglas, N. R. A.; Dr. Frederic C.
Howe, N. R. A.; Henry T. Hunt, P. W, A.; Nathan R. Mar-
gold, Interior Department; James Landis, Federal Trade
Commission; and John A. Lapp, N. R. A., impartial Presi-
dential representative.
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Another Federal officeholder who contributed to the Vet-
erans Rank and File Committee is Gardner Jackson, senior
administrative counsel, Consumer’s Division, A. A. A., who
made eight separate donations, according to photostatic
copies of receipts, dating from September 19, 1934, to De-
cember 27, 1934, in sums of $5, with the exception of one
donation of $10 on November 12, 1934, It is not surprising
fo find that Mr. Gardner Jackson is employed as counsel
in the Consumer’s Division of the A. A. A., of which Dr.
Frederic Howe, formerly on the National Commiftee of the
A. C, L. U. and correspondent of the Federated Press, which
spread revolutionary propaganda through the Communist
press, is the chief counsel.

In addition, Pauline Sherskersky, former assistant super-
visor of the District Emergency Relief and now holding
another governmental position in Maryland, made a con-
tribution of $2 on November 7, 1934, according to the photo-
static copy of a receipt signed by Harold Hickerson. There
were about 25 other contributors whose names are now
being checked up, including the following: B. Mercer, $30;
J. Houghton, $25; Kermit Hooper, $23; B. Marshall, $20;
R. Parmalee, $15; Miss M. Custer, $7.75; Miss L. Peabody,
$5; 1. Kastle, $5; and S. Sloan, $5.

I do not even pretend to suggest what action the Demo-
cratic administration should take against its own appointees
in whom it placed its confidence by honoring them with
positions of responsibility in the Federal Government. The
attitude of President Roosevelt on the bonus is well known,
but that is a minor consideration when compared to con-
tributions to a Communist veteran organization, whose main
purpose is to spread class hatred and propaganda for the
destruction of American institutions.

As I stated on January 21, on the floor of the House, I
proposed to submit uncontrovertible evidence given me un-
solicited by highly reliable authority, and then that it would
be the duty of the Democratic administration to clean its
own house, because the man or woman in public office who
contributes to a Communist organization is just as bad as
a Communist, particularly for the purpose of bringing Com-
munist bonus marchers to Washington.

Mr. HARLAN. Mr. Chairman, will the gentleman yield?

Mr. FISH. I yield.

Mr. HARLAN. Does the gentleman seriously fear Com-
munist activities in this country so long as our present indus-
frialist and capitalist system of production is able to take
care of those in need and want? In other words, so long as
our present system is successful in taking-care of need, does
the gentleman fear the idea of communism in the United
States?

Mr. FISH. I am very glad the gentleman from Ohio
asked that question. I have never feared communism at any
time. I do not believe in the possibility of a Communist
revolution tomorrow morning at dawn, or the next day, or
the next year. What I resent is the fact that there can be
men in-the Democratic administration, not Democrats or
Republicans, who believe in free institutions, but men who
contribute to a Communist organization for the very purpose
of destroying free government in the United States of Amer-
ica, for destroying every single principle the Democratic
Party has stood for for 150 years and for which I believe it
stands today. Communism seeks not only to spread class
hatred but to tear down and destroy representative govern-
ment, and, if possible, to overthrow our republican form of
government by force and violence.

I am sure the gentleman has no sympathy for communism,
nor have his constituents. I am sure the gentleman, and I
agree with him, does not fear any overthrow of the Govern-
ment by force and violence. However, he surely does not
desire in any way fto be a party to encourage Communists
who would destroy, if they had an opportunity, everything
the gentleman himself believes in and everything the Demo-
cratic Party stands for, .

Perhaps the reason I am opposed to communism as much
as I am is the fact that I believe in democratic institutions;
I believe in freedom of speech, and I believe in liberalism,
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which is the extension of democracy; the right of the people
to rule themselves. But I do not believe that Government
officeholders, paid out of the Treasury of the United States,
should donate money to promote communism and foreign
revolutionary propaganda in the United States of America
which seek to undermine, to tear down, and to destroy, if
possible, by force and violence, everything that has been
handed down and intrusted to us by our forefathers and
which we as Members of Congress have taken an oath of
office to uphold.

Mr. TAYLOR of Tennessee.
tleman yield?

Mr. FISH. I yield.

Mr. TAYLOR of Tennessee. Communism also stands for
the spread of atheism throughout the country, too; does it
not?

Mr. FISH. Oh, yes. I did not expect to speak on com-
munism; but as far as I am concerned, there are some
things about the Communists that I admire. One is that
they are much more steadfast and much more loyal to their
fundamental convictions and the principles of their party
than either Republicans or Democrats who make their party
platforms one day and begin to forget about them the next.
It is a fundamental principle of the Communist, whether he
be at Moscow, New York, Los Angeles, or Peking, to teach
hatred of God. They are not merely atheists or non-
believers, but seek to wipe out all vestiges of religion. A
man has a right to be an atheist if he wants to be. The
Communists go way beyond atheism; they teach militant
hatred of God and of all religions to the extent that 12,000,-
000 school children in Soviet Russia are taught hatred of
God; and if their parents at home have the hardihood to
maintain any religious faith whatever, their own children
are called upon to hold them in contempt and to disobey
them.

Yet there are to be found in this country, I may say to
my friend from Tennessee [Mr. TavLorl, some Protestant
ministers who comprise and condone communism because
they say: “ Well, the old Greek Orthodox Church was filled
with abuses and evils.” That may be right; but the Com-
munists are not after the old Greek Orthodox Church alone.
They are against the Protestant religion, the Catholic re-
ligion, and every other religion. They teach hatred of God.
The trouble is that these ministers confuse the communism
of the early Christians based upon love and the kirgdom of
God with the communism of Soviet Russia, based upon
hatred of God and hatred of every religion. Have I given
the gentleman a sufficient answer to the gentleman’s
question?

Mr. TAYLOR of Tennessee.
fully answered my question.

Mr. PIERCE. Mr, Chairman, will the gentleman yield?

Mr. FISH. 1 yield.

Mr. PIERCE. Is the Marshall whom the gentleman men-
tioned a forestry man in the Indian Bureau?

Mr. FISH. He is the one.

Mr. PIERCE. Has the gentleman his personal acquaint-
ance?

Mr. FISH. No; I do not know any Communists at all.

Mr. PIERCE. Mr. Marshall is one of my personal ac-
quaintances. He is one of the highest-type men to be found
in the city of Washington. I do not see why we should be
concerned with what he does with his money, I know of no
higher type of man in the city of Washington than this same
Mr. Marshall,

Mr. FISH. I am not going to yield further, because I am
making no recommendations to the Democratic Party. The
gentleman may believe Mr. Marshall has the right to do what
he wants with his money; but does the gentleman believe
that receiving this money from the Democratic Party out of
the Treasury of the United States, he has the right to con-
tribute to the Communist cause ostensibly to overthrow the
Government? The gentleman has the right to his views,
and I have a right to mine; and I am not retracting my
views one bit.

Mr. Chairman, will the gen-

The gentleman has quite

CONGRESSIONAL RECORD—HOUSE

JANUARY 28

Mr. PIERCE. When the gentleman attacks Mr. Marshall,
he attacks one of the highest-type men in this city.

Mr. FISH. I made no statement about Mr. Marshall’s
character or ability.

Mr. PIERCE. He is one of the ablest men I know of.

Mr. FISH. I am discussing the question of contributions.

Mr. PIERCE. I do not know what he did.

Mr. FISH. Mr. Chairman, if the gentleman does not
know, I can furnish him with the information and photostat
copies of receipts. I cannot yield to him further.

Mr. DUNN of Pennsylvania. Mr. Chairman, will the
gentleman yield?

Mr. FISH. I certainly yield to the gentleman from Penn-
sylvania, for I know his liberal views.

Mr. DUNN of Pennsylvania. The gentleman stated that
Russia is teaching her children to hate God. What a won-
derful display of the love of God was made by all Christian
nations during the World War!

Mr. FISH. The gentleman and I served in the World
War. He went to war, I suppose, in defense of our coun-
try; and I suppose that he and I would go again if neces-
sary.

Mr, DUNN of Pennsylvania. Yes; but did not all Christian
nations teach all soldiers to shoot men down?

Mr. FISH. The gentleman and I probably loathe and
hate war more than anybody else does in Congress, if that is
what the gentleman wants to know.

Mr. DUNN of Pennsylvania. I am opposed to it.

Mr. FISH. But I am sure the gentleman has no desire
to defend the principles of communism.

Mr. DUNN of Pennsylvania. No; but I believe that hatred
will be found to exist in every nation in the world. What is
needed now is more people to preach the brotherhood of man
instead of the selfishness of the individual.

Mr. FISH. Yes; and industrial peace also.

Mr. RANKIN. May I ask the gentleman where he got
these photostatic copies of receipts?

Mr. FISH. I made the statement that they were given
to me by certain people I know very well, but I am not at
liberty to give their names.

Mr. RANKIN. There are only two sources from which
the gentleman could secure this information.

Mr. FISH. I do not yield further. The gentleman prob-
ably was not here when I spoke at first, but I made that
matter very clear.

Mr. BLANTON. Will the gentleman yield for a question?

Mr. FISH. I yield to the gentleman from Texas.

Mr. BLANTON. At any time during the gentleman’s ex-
perience in Prance, did he teach any of the men under him,
or did any other officer over there teach the men under him,
to hate God?

Mr. FISH. Never.

Mr. BLANTON. Why, of course not. The gentleman
from New York was condemning Communists in Russia, who
teach people to hate God, and I agree with him in such
condemnation, which is very different from the matter men-
tioned by the gentleman from Pennsylvania [Mr. Dunn].

Mr. DUNN of Pennsylvania. It all depends on the gentle-
man’s conception of God. What is the gentleman’s idea of
God? Is it one of these great monsters?

Mr. FISH. I will tell the gentleman my views. I do not
believe in various creeds, dogmas, or articles of faith. They
do not impress me very much. However, I believe that re-
ligion is the greatest moral force in the world. [Applause.]
If you allow these Communists to have their way and destroy
religion, you will go back to the Dark Ages.

Mr. DUNN of Pennsylvania. I agree with the gentleman.

Mr. FISH. I am glad the gentleman agrees with me on
something.

Mr. DUNN of Pennsylvania. I do not maintain it is reli-
gion when we have national religious and race hatred in the
world. That is not religion. Religion is the teaching of the
brotherhood of man.

Mr. FISH. May I say to the gentleman that I served
with colored troops in the World War and oppose all forms
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of race hatred, and agree with the gentleman in teaching
the brotherhood of man and the fatherhood of God.

Mr. DUNN of Pennsylvania. That prevails in every Chris-
tian pation in the world.

Mr. BOILEAU., Will the gentleman yield? %

Mr. FISH. 1 yield to the gentleman from Wisconsin.

Mr. BOILEAU. I should like to get the gentleman’s con-
ception of the Communist view with reference to God? I
understand the gentleman to say that they teach ard believe
in God?

Mr, FISH. They teach haired of God.

Mr. BOILEAU, Does that presuppose a belief that there
is a God?

Mr. FISH. No. They want fo dethrone God both in
Heaven and out of every place in the World. They want to
destroy all belief in God and in all religion. You have to
respect them for one thing, and that is they stand for their
convictions and do not make any attempt to hide them.

Mr. BOILEAU. The gentleman must assume they believed
in God in the beginning.

Mr. FISH. No; I do not, and the gentleman knows very
well they do not believe in God or any religion.

Mr. BOILEAU. I just want to get the genileman’s views.

Mr, FISH. I am not going to quibble about the attitude
of the Communists regarding religion, and it is not necessary,
as the Communists admit it. The -gentleman knows how
they stand as well as L

Mr. BOILEAU. My only purpose was to get the gentle-
man’s conception of the matter—ihat is all.

Mr. FISH. Mr. Chairman, my colleague, the gentleman
from New York [Mr. MiLLarp] spoke about what Postmaster
General Farley has been doing recently in reference to mak-
ing presentations of sheets of imperforate stamps to certain
public officials and probably to others. I am sure that Mem-
bers on both sides want the facts and that the American
people back home will insist on having all of the facts. I
am sure everybody wants to be fair to Mr. Farley and give
him his day in court and an opportunity to come down to
the Congress and give us the facts. He may have some ade-
quate explanation, and he has a right to be heard. The
charges which have been made today by my colleague [Mr.
MirLArp] are very serious charges. It is not a question of
petty graft. The charges involve hundreds of thousands of
dollars. I am therefore introducing the following resolu-
tion:

Resolved, That the Postmaster General be, and he is hereby, di-
rected to transmit to the House of Representatives the following
information: The number of sheets of recent commemorative
stamps in imperforate form issued since March 4, 1933, and pre-
sented to Government officials and all others; the names and
addresses of all persons and corporations who have received im-
perforate stamps and the number of such stamps received by each
individual or corporation; and a list of the names of all who were
favored with sheets of imperforate stamps even though such sheets
have been recalled.

Mr, ARNOLD, Will the gentleman yield?

Mr. FISH. For a very brief question.

Mr. ARNOLD. Has the genileman made any effort o
ascertain from the Post Office Department how many sheets
of these stamps have been issued?

Mr. FISH. No. I know 20 commemorative stamps have
been issued. I am a busy man, just like the gentleman,
and I have to rely on the information that is handed to me,
or that appears in the public press.

Mr. ARNOLD. If the gentleman would request this in-
formation from the Postmaster General, he would receive all
the information the Postmaster General could give him
without the necessity of an investigation.

Mr. FISH. 1 hope the gentleman is not objecting fo a
resolution of this kind requesting information.

Mr. ARNOLD. The gentleman certainly should have re-
quested the Postmaster General for this information before
resorting to an investigation.

Mr, FISH. May I say to the gentleman that I do not care
to be criticized by him as I am not asking for an investiga-
tion but merely for information from the Postmaster Gen-
eral. Mr. Farley has admiited that he has given these
stamps to different people. I have seen the stamps, too. I
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saw them a long time ago. I happen fo know something
about the first siamp issue under this administration, as if
originated in my district. I have seen blocks of stamps
which were given out months ago. I do not know just how
many, and that is what I want to find out.

Mr. ARNOLD. Did the gentleman make any effort to find
out from the Postmaster General how many of these stamps
have been given out?

Mr, FISH. The Posimaster General has already admitted
that in the publie press.

Mr, ARNOLD. But I mean as to the number?

Mr. FISH. That is & matter for Congress, not for me, to
find out and to get all the information available.

Mr. ARNOLD. The gentleman could get the information
from the Postmaster General, if he wanted to.

Mr. FISH. There is no question about the fundamental
fact that imperforate stamps have been given out, and they
have been given out to a favored list. Of course, I do not
know everybody Postmaster General Farley has given them
to, but there is a favored list, including the President of the
United States, Secretary Howe, and a number of others.
Now, my recollection goes back to the last Congress. I
remember about a ceriain preferred list in Wall Street when
J. P. Morgan & Co. had a favored list of clients. The Demo-
cratic side denounced it as being perfidious, wicked, and
vicious, and there were some Democrats on it, too. I re-
member that there was only one Member of Congress, and
he was Senator McApoo, of California. But that favored
list is not half as bad as this, and I will explain why.

Mr. BOYLAN. Mr. Chairman, will the gentleman yield?

Mr. FISH. Yes.

Mr. BOYLAN. I wanted to ask the gentleman if he con-
siders he is playing fair with his colleague from West-
chester, who introduced a resolution this morning?

Mr. FISH. I am supporting it.

Mr, BOYLAN. The gentleman is now coming in with an-
other resolution.

Mr. FISH. No; this is to help that resolution.

Mr. BOYLAN. And may I ask if this is 1 of the 20 issues
raised by his distinguished leader or is this a new one?

Mr. FISH. This is the one hundred and first issue. This
goes way beyond the original 20.

Mr. BOYLAN. The gentleman’s leader issued a statement
saying he had 20 issues.

Mr. FISH. Does the gentleman think the Republican
Party is going to stand on just 20 issues? You give us an
issue every day here.

Mr. BOYLAN. You have no issues, and you are simply
groping in the dark now.

Mr. FISH. I do not yield further. I have just presented
two new issues for the Democrats and propose to leave them
on your lap.

Mr. TABER. Is not this an issue that the Democrats have
raised?

Mr. FISH. I admit that the Democrats have no issues,
and therefore I am giving them some. I gave you an issue
on commimism, and now I am giving you an issue on these
imperiorate stamps.

Mr. MILLARD. If the gentleman will yield, I appreciate
the help from the gentleman -from New York very much.

Mr. FISH. Now, let us see the difference between this
Wall Street preferred list and the preferred list of the Post-
master General. ;

The Morgan preferred list gave to those who were in pre-
ferred positions, their friends, stock at $20, and it was issued
to the public at $30, an increase of 50 percent; but in the
Postmaster General’s preferred list the public have not a
chance to buy and the increase is not 50 percent, but 100
times the cost, according to the Stamp Dealers Association.

The Newburgh Stamp Club, in my district, has entered a
very vigorous protest against this deplorable procedure.
When I say that the President of the United States has re-
ceived 20 sheets of these imperforate stamps, I only say what
I have seen in the press. I will not know definitely until
I get this information from Mr. Farley. The value of these
stamps, for which was paid a few dollars or a few hundred
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dollars, according to one of these stamp experts, has in-
creased to $320,000. If this is so, of course, the President,
when he finds out the facts, should return the stamps.

I am not vouching for the facts, and I shall not know them
until they are presented here in open hearings. However,
it is stated openly in the public press that President Roose-
velt has received all 20 issues; Mr. Howe and members of the
Cabinet have also received a number of these issues. Mr.
Ickes received 10 of the issues at a profit of only $200,000 for
the Secretary of the Interior. Of course, that is a mere de-
tail. I apologize to the Democratic Party and to my friends
on the Republican side for discussing any such small sum of
money. I suppose we should not discuss anything under
$1,000,000,000 these days.

Mr. CULKIN. Mr. Chairman, will the gentleman yield?

Mr. FISH. I yield.

Mr. CULKIN. Does the gentleman believe, in view of the
fact the Postmaster General presented some of these stamps
or one sheet of these stamps to honest Harold Ickes, the
relations between these two gentlemen are now cordial?

Mr. FISH. Well, they are two pretty artful politicians
and manipulators. I have never worried about the relations
between these two gentlemen. Those matters are just tem-
porary.

I disclaim any personal feeling. The gentleman from
New York has introduced a resolution and has put it
squarely up to the Democratic Party. Personally, I like Mr.
Farley. I think he is a genial politician. He lives in my
State, and I want to see him given a chance to be heard be-
fore a committee of Congress. What are you going to do
about it? Are you going to try to cover it up, or aré you
going to give him a fair hearing before a committee of this
House? I do not know whether there is any spokesman
here for the Committee on the Post Office and Post Roads on
the Democratic side, but if there is I yield to him.

[Here the gavel fell.]

Mr. TABER. Mr. Chairman, I yield the gentleman 10
more minutes.

Mr. FISH, Mr. Farley is likewise the chairman of the
Democratic National Committee and chairman of the New
York Democrafic State Committee. He is a very skillful
political manipulator, who believes that patronage—and, of
course, Democratic patronage—is synonymous with patriot-
ism.

Mr. Farley has control of a large part of the patronage
of this Government; and if these charges that have been
made—and I am sure my colleague [Mr. MiLLArRD] made them
in all sincerity—are not investigated, then you have the re-
sponsibility as a party of having a national chairman, with
this vast control of patronage, who wallows in patronage like
a rhinoceros in an African water hole, being above the law.
Mr. Farley has done more to break down the civil service, to
destroy the merit system, and fo build a spoils system than
any other man who has ever lived in America. I suppose
every Republican on this side knows of such instances. I
know in my district where Republican postmasters have been
removed because they did not answer a letter 2 years ago
or because they failed to put up the American flag on
Christmas Day.

I am a partisan, and I believe in partisan politics, and I
believe the party in power should have the plums, but never
in all our days of Republican administrations, going back
for many years, were postmasters thrown out all over the
country as ruthlessly as Mr. Farley has thrown them out.
This is really destroying civil service, and it is time that there
should be some investigation of the various charges that
have been made on the floor of the House.

I am a little loath to speak any further on Mr. Farley.
Mr. Farley is also a great mathematician. He is able to
produce a surplus when the Bureau of the Budget finds
there is a deficit of $62,000,000 in the Post Office Department.
Mr. Farley finds a surplus of $12,000,000.

And he parades it—that is what the Republicans do not
like—he parades it all over the country to show the efficiency
of the Post Office Department. He parades this new-found
surplus of $12,000,000.
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What is the truth? The truth is that he deducts the cost
of the air mail and the ocean mail and the franking privi-
lege. You Members of the House are blamed for everything.

Under Mr. Farley’s Democratic administration in the last
year the franking privilege for Government mail has in-
creased from $14,000,000 in 1 year fo $23,000,000. That is
for the mail franking privilege of the Government, exclusive
of Congress.

Now, both Republican and Democratic Members are
blamed back home for the franking privilege. The American
people think that everything that goes out under a frank is
from Congress. They think that you are wasting the Gov-
ernment’s money.

The fact is that the franking privilege of the House and
the Senate costs only $700,000 a year, and it has not in-
creased for many years, and yet you are blamed for every-
thing that goes out under a frank. But the franking priv-
ilege of the Government, exclusive of Congress, has been
increased in 1 year from $14,000,000 to $23,000,000 in the
past year.

I am willing to admit that these different subsidies can
be put into the extraordinary budget, for I see that the
gentleman from Texas [Mr. Branton] is getting worried
about it. But what is not proper is the fact that in the al-
leged surplus Mr. Farley does not refer to the fact that there
were $8,000,000 transferred from the Treasury to the Post
Office Department for the maintenance of post-office build-
ings, and then there was $2,000,000 carried on the budget for
the Shipping Board which was likewise transferred to the
Post Office Department. There will probably be $10,000,000
more to take care of the retirement pay of post-office em-
ployees which Mr, Farley has let out of the Government who
come under the retirement bill, and that will cost $10,000,000
more. When you add all these sums up, instead of having
a surplus of $12,000,000, you will find an enormous deficit.
But do the people back home know about it? Hdw can they
know about it when Members of Congress do not know it?
How can you expect the people back home to learn the
facts?

Mr. ARNOLD. Will the gentleman yield?

Mr. FISH. Yes.

Mr. ARNOLD. Does the gentleman think that men
should be kept on the pay roll in the Post Office Department
when the service does not need them?

Mr. FISH. Certainly not, I am talking about the financial
set-up. I do agree with the remarks on the floor of the
House, that the Post Office Department is rendering efficient
service at the present time,

Complaints are coming in every day about the loss of
efficiency in the handling of Government mail, and I get
that from Democrats, too. Of course you can have a sur-
plus, if you throw out everybody in the Post Office Service.
I do not know how many should be thrown out, but I do know
that the public is entitled to an efficient service, and that
the service today is not efficient.

Mr. ARNOLD. Can the gentleman tell us wherein it is
not efficient? I think we should deal in facts now, and
not generalities.

Mr. FISH. I can submit all kinds of complaints, and
every other Member of Congress on this side can submit
complaints from his own constituents about the increasing
inefficiency of the Post Office Department.

Mr. ARNOLD. Mr. Chairman, will the gentleman yield
further?

Mr. FISH. I cannot yield further, but let me say this.
My time is drawing to a close. How in the name of good-
ness can you expect to have an efficient Post Office Depart-
ment when the Postmaster General is never in Washington.
He is around making Democratic speeches as national chair-
man, aftending dinners given to Democratic governors,
and attending sessions of the New York State Legislature
to whip recalcitrant Democrats into line. The only time he
ever comes to Washington is to give some of these imper-
forate sheets of stamps to some of his friends on the pre-
ferred list.

Mr. ARNOLD. Mr. Chairman, will the gentleman yield?
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Mr. FISH. I have already yielded three times and I can-
nof yield any more.

Mr. ARNOLD. If the gentleman knew these conditions
existed and there was not efficiency in the Post Office De-
partment, why did he not come before our committee, who
have charge of such matters, and tell the committee wherein
there was a lack of efficiency? I am sure that the committee
would have given consideration to anything that the gentie-
man has said along that line. Instead of that, he did not
come to our committee.

The CHAIRMAN. The time of the gentleman from New
York has expired.

Mr. TABER. Mr. Chairman, I yield the gentleman 2
minutes more.

Mr, FISH. Mr. Chairman, the gentleman knows more
about the Post Office Department than I know, and he
knows that these complaints are broadcast all over the
country, not in my own district alone.

Inasmuch as this seems to be a field day, and we have
included almost everybody, for the sake of some of my
Democratic friends from New York, I want to complain now
about the attitude taken by Mr. Ickes, Secretary of the In-
terior, in refusing to loan any more money to the Tri-
Borough Bridge Authority in the city of New York, because
Robert Moses, who was the Republican candidate for Gov-
ernor in the last election in New York, is on that board.
Mr. Ickes gave no reasons whatever, but the press back
home in New York are unanimously opposed to this action
as being cheap peanut politics, refusing to give the allotment
that has already been made to the Tri-Borough Bridge Au-
thority because there is a Republican member on that board.
Mr. Moses is a man of the highest character, ability, and
training, satisfactory to the mayor of New York City, and
the citizens of that city. [Applause.]

The CHAIRMAN, The time of the gentleman from New
York has again expired.

Mr. ARNOLD. Mr. Chairman, I yield 10 minutes to the
gentleman from New York [Mr. MEanl.

Mr. MEAD. Mr. Chairman, I am very much interested,
of course, in the pending measure, and in my capacity as
Chairman of the Post Office Committee, I intended to make
some observations with regard to the salient features of
the bill, which I feel should be brought to your attention,
but I shall deviate from the items I originally intended to
discuss with you for a moment or two to answer, if I can in
part at least, what has been said during the course of the
debate this afternoon. I preface my remarks by telling you
of the friendship and regard which I have for my two dis-
tinguished colleagues from New York, who have resented in
righteous or unrighteous wrath the activities of our genial
Postmaster General. I say to my distinguished friend [Mr.
Fisu] that T shall not enter into a controversy with him with
regard to the unusual ability of our Postmaster General to
handle so efficiently more than one important and re-
sponsible post. That is an exceptional feat which can only
be accomplished by few men. I will allow some one else to
make answer to that particular subject.

I want to talk about items that particularly affect the
appropriation for the conduct of the Post Office Department,
which have been mentioned here this afternoon. We have
had some discussion with regard to increased cost of han-
dling free and penalty mail, and I exonerate the Postmaster
General and the Department from being in any way re-
sponsible for any increase in that connection. You can find
an adequate reason for that increase in your own office and
I can in mine,

Never in all the history of the American Congress have
the people of this Republic been awakened to such an in-
tense interest and concern with their Government as is the
case today. The depression, the economic situation, and
above all the magnetic personality in the White House that
guides the destinies of this country have brought the people
into close contact with their Government. The efforts at
recovery on the part of the N. R. A. and other emergency
agencies have filled the mail, and of course have added
expense in the operation of this Department. So the in-

CONGRESSIONAL RECORD—HOUSE

1093

crease in expenditures chargeable to free and franked mail
is both justifiable and reasonable,

The transfer of funds from the Treasury Department to
the Post Office Department for the custodial care of post
offices and Federal buildings is a reasonable charge and the
Department will be called upon to spend more money in the
future. The Post Office Department will be called upon to
take care of Federal buildings in which are housed other
governmental activities. It is just another load the Post
Office Department will have to carry.

The increased cost as a result of retirements, the voluntary
and involuntary separation from the service of postal em-
ployees is in my judement no cause for worry. Many men
who labor for a living have been hoping for the day when
they could enjoy surcease from their labors after being
employed for 30 years in any one given job. In the Post
Office Department, as a result of a law enacted by Congress,
men, who, because of some physical incapacity or because
of some apparent inefficiency, are now able to take their
retirement after 30 years and enjoy in dignity and comfort
their later years.

It makes for a more efficient personnel. We have a more
efficient personnel now than at any time in the recent his-
tory of the Department.

Something was said about the free distribution of un-
gummed and unperforated stamps. Of course, I have no
argument with anybody who would raise that question on
the floor of the House, but I have made a search for a law
which makes an act such as that illegal, and up to the pres-
ent time I have failed to find such a law. So the Post-
master General was perhaps within his rights in buying and
presenting to his personal friends such stamps as he might
have distributed. It may have been contrary to the rules of
certain philatelic societies. As to that I do not know. But
I do know that the stamps were given to personal friends
out of the generosity of heart of the Postmaster General.
Men who know the Postmaster General know that he has
been a very generous giver for many years. I do know from
the record, however, that the Postmaster General has in-
creased the activity of the philatelic division just as he has
increased the activity and efficiency of other bureaus of the
Department. When he became Postmaster General the re-
ceipts of the philatelic division amounted to about $300,000
a year. Last year the receipts of that agency exceeded
$900,000, which, in my judgment, indicates that he has been
reasonable in his treatment of the stamp collectors of the
country, and popular with them as well.

Now that I have made a partial and probably inadequate
reply to some of the criticism that has been made I want
to say something about the surplus and deficit which we
hear so much about. This should not be a partisan dis-
cussion, as far as the surplus and deficit are concerned.
We have had this subject before our committee ever since
I became associated with it, some 14 or 15 years ago.
It was a former Republican Member of this House, and a
distinguished Republican Member, who because of the hit-
ter criticism aimed at the Department year after year
that sponsored the legislation directing the Department to
charge off certain subsidies and free services. It was the
Kelly postal policy bill, which authorized the Postmaster
General to credit the Department with the cost involved in
handling these services. Is it fair to force the Department
to assume the burdens which we imposed upon them when
we passed the air-mail subsidy, the ocean-mail subsidy, a
combined subsidy of some $42,000,000? Is it fair to con-
demn and criticize them for bad business practices when
they are unable to develop a surplus under such conditions?
Is it not enough to hold the Department responsible for the
development of aviation and the maintenance of American
flagships on the seven seas of the world? There is not a
business in America, let alone a public enterprise, that could
hope to be successful and at the same time to carry on
s0 many activities, as is the case with the Post Office
Department.

Yes; the Postmaster General indicated that a surplus of
$12,000,000 would be possible in the last fiscal year.
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The CHAIRMAN, The time of the gentleman from New
York [Mr. Meap] has expired.

- Mr. ARNOLD. I yield the gentleman 5 additional min-
utes.

Mr. MEAD, The Postmaster General indicated that the
fiscal year would show a surplus of $12,000,000. His figures
were based on the record and the law which shows that the
surplus was in excess of $12,000,000. The Treasury Depart-
ment indicated that a deficit amounting to upward of
$50,000,000 obtains. Both figures are right. The Treasury
Department, of course, is interested in the dollars and cents
cost of running the Department. The Post Office Depart-
ment, in keeping with the law, absorbed the bill for the
subsidies, defrayed the cost of distributing franked and pen-
alty mail, assumed the charge for distributing mail matter
for the blind, as well as that resulting from the distribution
of newspapers free in counties and some other costly serv-
ices from which there was no revenue at all for the De-
partment, and then, in keeping with the law which Congress
enacted, it charged off those free services, and the record
then indicated a surplus. The Postmaster General was ab-
solutely within his rights, and if he did anything different
he would be doing so in violation of law.

Mr. ARNOLD. Will the gentleman yield?

Mr. MEAD. I yield.

Mr. ARNOLD. As a matter of fact, did not the former
Republican Postmaster General recommend this law that
is known as “ the Kelly postal policy law ”, which was written
upon the statute books, and under which these credits have
been taken?

Mr. MEAD. Yes. The report accompanying the Kelly
bill, which was passed on June 9, 1930, indicated that it
was presented with the support and approval of the Post-
master General.

Mr. ARNOLD. And this same system of accounting was
adopted by the then Postmaster General, Mr. Brown, and
has been in vogue ever since that time?

Mr. MEAD. The gentleman is correct. This is not the
first time. 'This is the fourth time that this method of
reporting postal expenses and revenues has been carried
out.

Now, Mr. Chairman, I wish to say something about what
we on the committee intend to do during the course of the
session this year. We have been investigating the Post
Office Department for a period of 2 years, seeking a basis
for legislation which will increase the efficient operation of
this great Department of the Government. It was our com-
mittee which recommended that the Government purchase
substations, garages, and postal annexes. We found, for
example, that the Quincy Street Station in the city of Chi-
cago was leased to the Government at such an exorbitant
rate that we were paying for that building every 5 years.
That was one of the many instances in which the Govern-
ment was being mulcted out of millions of dollars.

As a result of this activity of our committee, legislation
was finally enacted which permits the Government to pur-
chase or construct substations where the lease is in excess of
86,000 a year. That is in the P. W. A. Act, but it is only
temporary. We desire permanent legislation, and we will
recommend such legislation before the end of this session.

Our committee recommended that the mail boxes, such
as those located in your hallway and mine, be receptacles
for postal matter and for postal matter alone. They were
formerly stuffed with circulars, advertising matter, papers,
and everything one could think of which in no way added
any revenue to the Department. Some years ago we en-
acted a law which prevented the stuffing of rural letter
boxes, and last year we succeeded in securing the enactment
of a law that prohibits the stuffing of city letter boxes.
This has resulted in a noticeable increase of the revenues of
the Post Office Department. The cancelation of exorbitant
leases has also increased indirectly the revenues of the Post
Office Department.

Last year we passed a measure that would prevent an
outside company from competing with the Department on

what is primarily a postal monopoly. We stopped outaiders'
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from delivering mail matter, and as a result we have di-
verted millions of dollars in revenue to the Department. In
one case a corporation paid back to the Post Office Depart-
ment $900,000 as a result of this law.

So, my friends, during the coming Congress we want your
support and cooperation to make it possible for the Depart-
ment to buy, own, and maintain its own substations,
branches, and garages. I personally would welcome your
help in securing the passage of a bill that would enable the
Department to buy abandoned National and State bank
buildings. I should like your help also to secure the passage
of a bill to enable the Comptroller General to review con-
tracts before they are actually let, particularly contracts
with regard to the purchase of motor trucks by the Post
Office Department.

The Postmaster General in the preceding administration,
during the last 2 years of his service, came before the Appro-
priations Committee and secured appropriations sufficient to
buy trucks, automobiles, and supplies that will, in my judg-
ment, last for years. Today there are some 250 trucks stored
away—yes; rusting away, if you will—in the various garages
located at post offices throughout the country. A great loss
has been sustained because of the unnecessary purchases
of trucks and supplies by this Department. Not a truck has
been purchased by the present administration of the Post
Office Department, because they are trying to use this surplus.
We want legislation which will prevent such a thing from
occurring in the future, even though it is not occurring at the
present time. [Applause.]

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield 10 minutes to the
gentleman from Texas [Mr. BuaNTON].

Mr. BLANTON. Mr. Chairman, I am afraid that our dis-
tinguished friend from New York [Mr. Fisu] is degenerating.

‘When he was in Harvard and did the unusual thing there
of graduating in 3 years, he had his head high up in the
air; he was not playing mumble-the-peg down in the dirt.

When he was captain of his great Harvard football team
and was their great right tackle, from all of their huddles
he had his head up. His orders were: “Up!” He did not
grovel in the dirt.

When he was a member of his general assembly for three
terms, he was not groveling in the dirt. Head up! .

When he went to France serving his flag and his country
under, I will not say any easy conditions, obeying orders like
a soldier, serving under difficulties—his head was up; he
did valiant service for his country, had the Croix du Guerre
conferred upon him for his distinguished service.

Since he has been in Congress he has not been groveling
in the dirt until now. He has done wonderful work fighting
the Communists of the country that have been seeking to
undermine this Government and other governments.

What has come over him? Is he disintegrating; is he de-
generating? He says that the Postmaster General bought
the first few sheets of stamps of these special issues and
possibly gave one or two to his children, possibly gave one
to the President who presides in the White House, possibly
gave one to some other Cabinet officers—stamps bought and
paid for at the same price that other people paid for them,
with money which went into the Treasury of the United
States.

Mr. FISH. The gentleman does not want that to go in
the Recorp, surely, when no individual could buy imper-
forated stamps except those on the favored list of the Post-
master General.

Mr. BLANTON. I am not talking about the exorbitant
prices paid by stamp collectors; I am not talking about the
$50 that one of my constituents paid here on Pennsylvania
Avenue once for a seat in a window to see the President pass
by; I am not talking about the $50 tha{ two of my con-
stituents once paid to conscienceless scalpers to see an Army-
Navy football game; I am talking about the regular price of
these stamps. And I am not upholding having them im-
perforated and unglued. They should have been made all
alike. But there was no dishonesty.




1935

Why, I can remember during the war—we men who served
here in this House frequently saved some memento—when
President Wilson once sent an important message here, it,
as his messages always did, came under his seal. When that
big envelop was opened and his message was taken out, I
got the Speaker of this House to give me that envelope with
the President’s seal on it, and I have it in my scrapbook now.
Some of these days it might be worth some money; but does
the gentleman think I would sell it? Does the gentleman
think that Postmaster General Farley would sell imperforate
stamps that he kept because he was a part of the Govern-
ment that issued it as a little memento of his service? Ah,
my distinguished friend from New York, who has done
valiant service for his Government, is now groveling in the
dirt, playing mumble-the-peg.

Mr., FISH. Mr. Chairman, will the gentleman yield? I
know the gentleman wants to let me get out of the dirt, even
though the Democratic Party did try to smear President
Hoover for a number of years.

Mr. BLANTON. I yield, although President Hoover
smeared himself.

Mr. FISH. I am sure the gentleman does not mean to
guarantee that these imperforate stamps will always be held
by their recipients as souvenirs.

Mr. BLANTON. I imagine that the gentleman could not
buy them with all the money he has.

Mr. FISH. Can the gentleman say thal they will not be
sold by the estates of these gentlemen?

Mr. BLANTON. If I were one of the posterity, you could
not buy them for any amount of money. It would be a
memento handed down to grandchildren as a family heir-
loom.,

Mr, FISH. Some of them are on sale now.

Mr, BLANTON. Oh, possibly a few of these stamps may
have gotten out and perhaps may have been offered for sale,
but I will guarantee that those the President, the Postmaster
General, or any other Cabinet officer or their family may
have you could not buy for money.

The gentleman talks about the Postmaster General being
away from Washington all the time. Why, he is the most
approachable Postmaster General I have ever seen in my
service here, and I say that remembering that we had a
splendid one from my own State, Mr, Burleson, one whom
we could all see at all times. The present Postmaster Gen-
eral is the most genial Postmaster General who ever sat in a
Cabinet, and he is the most approachable and most friendly
one. What gentleman here will say that you cannot see
your Postmaster General? You may see him if you will
ask to do so. In other words, you cannot sit here and
not let him know you want to see him. He is not gomgto
invite you down there,

Mr. FISH. How are we going to see him if he is not in
Washington?

Mr. BLANTON. Oh, he is here most of the time. I will
tell you the kind of Postmaster General that the gentleman
from New York is used to. He is used to the one who after he
came here, his feet did not grow, but his head did. He had to
have a special limousine built with an upstairs compartment
to it to hold his silk hat, and this was at the expense of the
people. They made inside contracts down there for Gov-
ernment subsidies to air mail companies that were a stench in
the nostrils of every decent, honest man. The present Presi-
dent and present Postmaster General had to set them aside.
That is what is troubling the gentleman from New York. He
is used to the Brown high-hat kind of a Postmaster General.

May I say fo the gentleman from New York that they may
be able to find these little measly, infinitesimal things to
fuss about; but they will not find any dishonesty. If there is
dishonesty, you will find the Democrats themselves throwing
the light of day on the matter, and they will be the first
ones to do so.

Look at all the money the Democrats spent during the
World War, and much was wasted, but there was no dis-
honesty. You had your Republican smelling committee,
your Graham of Illinois committee that wasted thousands
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upon thousands of dollars trying to dig up something. You
could not find a dishonest act. You sent your Joe Walsh
committee out to California in a special train of sleepers,
spending thousands of dollars snooping around, but you
could not find a dishonest act. Oh, you looked for it, but
you could not find any dishonesty. After all that has oc-
curred since that time, I am surprised that the great foot-
ball star from Harvard would get up here and make the kind
of a speech he made here today.

[Here the gavel fell.]

Mr. ARNOLD. Mr. Chairman, I yield the gentleman 2
additional minutes.

Mr. BLANTON. I want to ask the gentleman from New
York if it is not a fact that your Republican Secretary of the
Treasury, Mr. Cortelyou, was not only Secretary of the
Treasury but also Republican National Committeeman who
handled your Republican campaign?

Mr. FISH. May I say to the gentleman from Texas that
no Republican Postmaster ever gave away a lot of unperfo-
rated stamps to a favored list.

Mr. BLANTON. The gentleman is just pulling another
mumble-the-peg out of the ground with his mouth.

May I say to the gentleman from Massachusetts [Mr, Gir-
rorp]l, who got up here after the speech of the other gentle-
man from Massachusetts [Mr. Treapway] and said I voted
against a resolution to stop tax-exempt securities, I will show
him from the Recorp that we called attention to the fact that
that make-believe resolution which the gentleman from Iowa
[Mr. Green] brought in here never touched the $15,000,000,-
000 tax-exempt securities already existing and in the hands
of such men as Andrew W. Mellon, Ogden Mills, and that
bunch. It never sought to touch them. It was just a make-
shift, and I made Mr. Green admit it on the floor, I will also
show in the Recorp my colloquy with Mr. Green, who ad-
mitted it would not touch them. Naturally I voted against
the makeshift resolution.

I quote from the CoNcreEssionalL REcorp the remarks I
made at that time:

Mr. BLaNTON. Mr. Speaker, as a reason and necessity for offer-
ing this proposed amendment to the Constitution, its proponents
say that the wealthy men of the United States have invested their
resources in tax-exempt securities and are thus dodging the legiti-
mate taxes that should be due the Government proportionate to
their wealth, and that money is in this way kept out of industrial
developments. It is therefore a measure purporting to be aimed
against rich tax ers.

It may be that the gun is pointed in the right direction. But its
cartridge seems to be a blank, for it contains no missile that will
ever strike the intended target.

This proposed amendment in no way applies to the $15,000,000,-
000 tax-exempt securities now existing and now held by the finan-
ciers of Wall Street. It is purposely drawn so that it will not affect
them adversely, for it is made to apply only to such securities as
may be issued after such amendment is adopted. It would not in
any way collect any tax from the income of the forty-odd millions
of dollars left in tax-exempt securities by the late William Rocke-
feller, mentioned by the distinguished gentleman from Ohio [Mr.
Burton], nor would it collect any tax from the income of the many
millions of dollars which it is estimated that our present Secretary
of the Treasury [Mr. Mellon] now has invested in tax-exempt se-
curities, because this amendment is purposely so drawn that it
will not apply to them or to the holdings now withheld from taxa-
tion by the many millionaires of the country, for they already own
all of such securities they are financially able to absorb, and there-
fore they have ceased to be interested in any more of such tax-
exempt securities being issued, especially when by stopping all
additional issues in the future it will automatically enhance the
value of their present holdings from $2,000,000,000 to $3.000,000,000
overnight. It is this enormous profit that these financiers expect
to enjoy, coming to them overnight by the passage of this amend-
ment, that causes the moneyed interests of the Nation to back this
legislation.

WEALTHY FINANCIERS CANNOT ABSORB PRESENT ISSUE

Both the chairman [Mr. Green of Iowa] and the gentleman from
New York [Mr, Mills] will admit that the very wealthy men of the
United States cannot now absorb all of the $15,000,000,000 tax-
exempt securities already existing. They now have all they want.
They now have all that their finances will buy, Since this amend-
ment will not affect them, they will continue to dodge taxes and
escape payment of taxes for the next 20 to 50 years, because these
pecurities run from 20 to 50 years. Hence all new issues of tax-
exempt securities must be absorbed by the medium rich and those
in ordinary circumstances. Hence, let me ask the committee, in
what way is this proposed amendment making these rich tax dodg-
ers come up to the lick log and pay on their big incomes? Why,
in no way whatever.
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I FAVOR AN AMENDMENT THAT WILL REACH THEM

Mr. Speaker, inasmuch as the present law will not reach these
tax dodgers, and in view of the fact that the amendment now
proposed by the committee will not reach them, they still would
not be reached no matter whether we pass or defeat this amend-
ment. Hence, the only way to reach them is through some
other proposal. And I offer a substitute that will reach them.
Any my proposed substitute, when made a part of the Consti-
tution, will in no way hamper or adversely affect the market
for tax-exempt securities, will in no way prevent or hinder States
or municipalities or farmers' organizations from issuing such se-
curities in the future, and will in no way change the exempt status
of income derived from such securifies from being not amenable
to taxes, and it in no way commits any breach of good faith
on the part of the Government concerning such securities, but
it merely limits the amount of tax-exempt securities any person
or corporation may accumulate and hold and thereby escape
paying taxes on the income derived from same.
GOVERNMENTS DO NOT EXPECT LOYAL CITIZENS TO DODGE PAYMENT OF

ALL TAXES

For instance, loyal citizens cannot contend that it was to be
expected that simply because certain necessary securities for the
development of municipalities were exempted from taxation that
loyal citizens of great wealth would invest all their millions of
dollars in such securities so as to avold having to pay any taxes
whatever to the Government, but it was expected that such se-
curities would be distributed and absorbed by the whole people of
the Government, and that men of great wealth would not conspire
agalnst their Government to relieve themselves of all duties and
obligations as citizens. But the death of Mr. William Rockefeller
demonstrated that one wealthy man purposely invested over
forty-odd millions of dollars in tax-exempt securities in order to
escape the payment of taxes to the Government, and it is estl-
mated that Mr. John D. Rockefeller has over $60,000,000 in tax-
exempt securities.

And since the Secrefary of the Treasury, Mr. Mellon, has seen
fit not to accept the challenge of Senator CouzEns to make public
the amount of his great wealth that he has invested in tax-exempt
eecurities, it may be presumed that he Is escaping taxation on
quite an enormous sum. The policy of this Government against
such practices should be expressed in its Constitution.

MY SUBSTITUTE HAS TEETH

When the proper time comes I shall offer as a substitute for
the committee proposal the following:

“ BectioN 1. The United States shall have power to lay and collect
taxes on income derived from all tax-exempt securities owned by
any person or corporation in excess of the maximum amount of
such securities which Congress by appropriate legislation shall
determine may be owned by a person or corporation free from
taxation. And when Congress determines the maximum amount
of tax-exempt securities which may be owned free from tax on
income by a person or corporation, the income from all tax-
exempt securities in excess of such maximum owned by any person
or corporation shall respond to the same rate of taxation as
income derived from all other sources.”

And with such an amendment as the above to our Constitution,
I am in favor of this Congress then passing a law fixing $100,000
as the maximum amount of tax-exempt securities any person or
corporation may own. This would prevent taxdodging, would
not interfere with the right of States and municipalities to issue
securities, and would not hurt the market for same in any way.

I will guarantee that neither of the gentlemen from Mas-
sachusetts will go as far as the above position taken by me
many years ago in this House.

Let me quote a little of the colloquy that occurred between
the gentleman from Iowa [Mr. Green] who, as Chairman of
the Ways and Means Committee, then had the resolution in
charge:

Mr. BraNTON. Mr. Chairman, will the gentleman yield?

Mr. Green of Iowa. Yes,

Mr. BranToN. The gentleman sald that big finance did not
absorb the $13,000,000,000 which already exists in tax-exempt
securities. How much can it absorb?

Mr. GreeN of Iowa. Oh, not one-half of ft.

Mr. BranToN. The gentleman says that it cannot absorb one-
half of that, and that the purpose of this amendment which the
gentleman says he introduced and which we recognize as the same
as our friend from New York [Mr. Mills] introduced——

Mr. GreeN of Iowa. I do not want the gentleman to make a
speech in my time.

Mr, BranToN. If they cannot absorb half of those which exist,
how are we going to reach them, when we do not make this
amendment apply in any way to the income from those which
already exist, but only to future issues?

Mr. Green of Iowa. You cannot reach them or affect them, nor
will this amendment materially affect the price of the securities
which they now own.

Mr. BrawTtoN. But the gentleman can make his amendment
apply to existing tax-exempt securities.

I have put in the Recorp at this point, Mr. Chairman, the
foregoing quotations from the debate that occurred on the
Green resolution many years ago which discloses just why
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I voted against, and why some of the leading Democrats of
this House then voted against, that makeshift piece of legis-
lation specially prepared by Ogden Mills so that it would
not hurt him or Mr. Mellon, or any other multimillionaire
holder of tax-exempt securities.

Voting on the other side from us Democrats were Ogden
Mills, Frank Mondell, Republican leader; Tilson, of Con-
necticut, afterward Republican leader; Snell, of New York,
the present Republican leader; Campbell, of Kansas, then
Chairman of the Rules Committee; Crowther, Fish, and
Reed, of New York; Longworth, afterward Speaker; Mapes,
Michener, Knutson; Green of Iowa; and many others of
your bellwether Republicans. [Applause.]

[Here the gavel fell.]

Mr. BLANTON. Mr. Chairman, I ask unanimous consent
to revise and extend my remarks in the Recorp and to in-
clude therein the excerpts I mentioned.

Mr. MARTIN of Massachusetts. What are these excerpts?

Mr. BLANTON. The excerpts I mentioned in reference to
tax-exempt securities.

The CHAIRMAN. Is there objection to the request of the
gentleman from Texas?

There was no objection. :

Mr. FISH. Mr. Chairman, I make the same request.

The CHAIRMAN. Is there objection to the request of the
gentleman from New York?

There was no objection.

Mr. TABER. Mr. Chairman, I yield 1 minute to the
gentleman from Wisconsin [Mr. BoILeaul.

Mr. BOILEAU. Mr. Chairman, with reference to this act
on the part of the Postmaster General giving these un-
gummed and unperforated stamps to certain individuals, I
do not wish to be understood as implying any dishonesty on
the part of anyone connected with that matter. However,
in my opinion, if the present holders of those stamps should
die without bequeathing the stamps to some specific indi-
vidual, the administrator of the estate would be forced to
have those stamps appraised at their present value, which
in many instances would be thousands and thousands of
dollars, and then the heirs would be confronted with the
question of deciding whether or not any one of them had
a sufficient amount of sentiment to have their share of the
estate assume that rather large price for those particular
stamps.

[Here the gavel fell.]

Mr. TABER. Mr. Chairman, I yield 20 minutes to the
gentleman from Illinois [Mr. DIRgSEN].

Mr, DIRKSEN. Mr. Chairman, it is a far cry from the
distinguished personality who comes from New York City,
Mr. Farley, to the cotton fields of the South. By the same
token I suppose it is a matter of presumption on the part of
one who has been reared in the cornfields of Illinois to
address himself to the subject of cotton, but I do so as a
continuation of the discourse that took place here some
2 weeks ago, since what I have to say deals in an indirect
way with the question of reciprocal trade agreements.

I stated at that time that I did not necessarily follow Mr.
Henry Wallace in his theory that we had to adopt either
extreme nationalism or internationalism. Yet, as between
the two, I prefer the former, for it affords an outlet for this
country and a chance for the building of a very durable kind
of prosperity independent of any other nation. We must
give more and more attention to this matter of economic
domestic self-containment.

This brings me to the subject of cotton. Seventy-five
years ago a distinguished Senator from the State of North
Carolina stated at that time that no country on the face of
the earth would ever dare make war on cotton. He cited the
fact that if England undertook to make war on this country
so that the cotton crop was bottled up, or if there should be
a drought in this country seriously affecting the cotton crop
for as much as 3 years, England would topple from her
throne. Senator Hammond assumed that American cotton
presided over the commercial and economic destinies of the
whole wide world by virtue of the fact that our cotton was
essential to every foreign nation. It is rather singular that
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a United States Senator should make this statement 75 years
ago and that today we find the President and our frade ex-
perts cudgeling their minds with respect to a possible inter-
national cotton agreement whereby acreage on cotton might
be limited.

I want to discuss very briefly this matter because it is indi-
rectly concerned in the bill which extends the life of the
Reconstruction Finance Corporation, and which comes before
us for deliberation tomorrow.

The other nations of the world have not been idle insofar
as the cultivation of cotton and the expansion of their
cotton acreage are concerned. Britain never did forget the
painful lesson of 1861 and 1865 and defermined to project
herself into a position where she would no longer be de-
pendent upon the American Southland for cotton. In 1300,
with the King's blessing, they organized the British Cotton
Growers’ Association and under a subsidy and under the
tutelage of Great Britain they have been doing a fremen-
dous work. I shall just briefly allude to what they are doing
down in the African Sudan, for instance, a great couniry
with almost 1,000,000 square miles available for cotton pro-
duction, of which 5,000 square miles of very fertile, black
soil is already given over to cotton production, with the
possibility that some day Great Britain will by diplomatic
negotiations be able to wrest from Egypt control of that area,
known as “Lake Tsana ”, wherein so much water from the
blue Nile can be impounded as to make the Sudan bloom
like the rose and destroy the world market for American
cotton. EKnowing how astute the British diplomats are, the
day is not very far distant when they will have this con-
cession and then they can expand their cotton acreage to
their hearts’ content.

It is rather interesting to note that not only are they
expanding the cultivation and growth of cotton in the
Sudan, but they are doing it in Asiatic Turkey, they are
doing it in Afghanistan, they are doing it in Brazil, they
are doing it in Pery, and in all the far corners of the earth.
Witness what the vice president and general manager of the
world’s largest tractor company, in East Peoria, IIl., told me
not very long ago: That the shipment of tractors to the
Argentine and to South America generally, for the purpose
of breaking up these coffee plantations and turning them
into cotton plantations, has exceeded their fondest anticipa-
tions, and they have shipped more tractors to South Amer-
ica for this purpose in the last fiscal trade year than they
have at any other time in the history of that business.

This shows that in proportion as we curtail acreage and go
backward year after year, these other countries are expand-
ing their cotton domain, and certainly, once they break
ground and tool up for an expansion of cotton cultivation,
they are not going back to a status quo, even if our own State
Department and the President of the United States are
desirous of establishing some kind of international lirmtatwn
upon the production and the cultivation of cotton.

In this connection it is rather illuminating to read the
report of the Department of Commerce that was got out
not so long ago in which they show very conclusively that the
exportation of cotton gins for the last 5 years has been
greater than at any time in the trade history of this country.
They do not use cotton gins to shell peanuts or to process
clover or alfalfa or anything of that sort. They use them to
process cotton, and when they ship cotton gins to Brazil and
Peru and India and China and Turkey, it means that the cul-
tivation of cotton in those countries is gradually being ex-
panded with a view to maintaining the permanence of such
expansion.

It is only a matter of 10 or 15 years until the South is going
to be in a serious predicament, and whether we resort to these
so-called “ reciprocal trade agreements ” and other artificial
trade devices, or not, these are but makeshift remedies that
fail to recognize that some day other countries with depre-
ciated currencies, child labor, cheap labor, long hours, low
living standards will by the very impelling reason of lower
prices take away our cotton trade and leave us with an acute
problem and a headache.
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They just rendered a balance sheet for the Sudan Planta-
tions a short time ago and it is a rather amazing thing that
this corporation started into cotton production subsidized by
Great Britain, and that last year when cotton was only bring-
ing 9.7 cents a pound, it still made a profit of $800,000, added
$150,000 to its reserve and contingent fund, declared a divi-
dend of 6 percent, and then, by action of the board of direc-
tors, decided to expand their cotton cultivation by 20,000
additional acres.

They did this on a basis of 9.7-cent-per-pound cotton,
when seemingly we have not been able to do it, and this
embodies the very thing I have pointed out before, namely,
that when we get to a price market where all nations are on
the same basis so far as mass-production facilities are con-
cerned, we cannot hold & candle to them by way of competi-
tion; and certainly not to Japan or any other country that
adopts these devices for mass production just as rapidly as
they are invented and perfected and commercialized, and has
the additional advantage of long hours, starvation wages, and
cheap money.

It might be interesting to comment just at this time that in
my estimation, at least, the great troublesome question in the
Orient right now and the reason Japan is so anxious to slice
off a hunk of Mongolia and to secure contrel and domination
of Jehol is only because Jehol is that part of the Chinese
domain that is best adapted to the production of cotton.
Once Japan acquires this territory, whether by force or diplo-
macy, she will gradually push the spinning, weaving, and
textile business of England on the rocks unless England de-
velops cotton in her own colonial domain and removes some
of her manufacturing plants to the Orient. This cotton race
will be like a huge nutcracker to our own cotton industry,
and then our real troubles will begin.

° Let me point out that the trade report of Japan in the last

yvear shows an increase of 700 percent in the export of woolen
piecegoods, 500 percent in the export of woolen yarn, and 300
percent in rayon yarn. Why? Because it is better? No!
Because they sell much cheaper. Prices talk. The depres-
sion of the yen, together with child labor and cheap labor,
makes it easy for Japan; and she can go into the world’s
price market and lick us at our own game. [Applause.]

We are not going to take a chance on lowering living
standards in this country in order to compete with Japan.
American labor would not stand for such a proposal, and
rightly so. Yet, instead of giving serious thought to this
matter and considering it in the light of developments in
the next 10 or 15 years, we complacently wait for trade
treaties and reciprocal agreements to give us a remedy, when
as a matter of fact we are daily verging toward an intense
world condition, where every counfry of consequence is try-
ing to produce the same agricultural products, the same
manufactured products, and enter into swapping agree-
ments. The picture does not make sense and it is little
wonder that the southeastern division of the National Cham-
ber of Commerce of the United States, meeting in Birming-
ham, Ala., in November of 1934, expressed its alarm not only
over the acute condition with respect to cotton but to the
curtailment of cotton acreage while other nations were
increasing theirs.

Since cotfon is the money crop of the South, this whole
picture has serious national implications. Shall we con-
tinue to fight what seems to be a losing battle in an inten-
sive world trade with our living standards at stake and the
prospect of continued processing taxes which impair the
vitality and purchasing power of the Nation, or shall we do
the sensible thing and undertake a program of diversifica-
tion which will take care of this condition when it finally
becomes acute? My own humble opinion is that diversifica-
tion is the answer, and sooner or later other crops, other
industries, must be found to take up-the slack that is sure to
come.

Mr. DEEN, the gentleman from Georgia, came before our
committee the other day and said that it would be beneficial
to amend the R. F. C. Act =0 as to make it possible for the
Reconstruction Finance Corporation to make loans for the
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purpose of financing the establishing of paper-pulp mills
in the South; to make it possible to buy land and cultivate
slash pine so that they could develop a far-flung paper
industry in this country.

I want to say a word in behalf of this thing because I am
in favor of this proposal of Mr. DeeN for the development
of not one but a lot of pulp mills in the South. Just now
we are importing $170,000,000 worth of pulp into this coun-
try for paper purposes from the world. We get some from
Finland, some from Sweden, and plenty from Canada. In
fact, for a long time Canada was monopolizing the pulp
trade; and it seems to me that we cannot only save and
keep at home the $170,000,000 but can go ahead and expand
the pulp industry of this country and use up a great many
of those idle acres in the South and then give employment
to a great many people who are unemployed at the present
time. About 10 or 15 years ago much of the manila or kraft
paper used in the United States was produced in Canada.
They said that we could not manufacture it here because
there was too much resin in the southern pine.

That is just the proverbial poppycock that you see once
in a while in the newspapers. In the last 10 years our pro-
duction of manila or kraft paper in this country has doubled,
and the exports of Canada to this country have decreased
by over 60 percent. I maintain that when there is an oppor-
tunity to develop an indusfry of that kind in this country,
irrespective of whether it is in the Corn Belf or in the South,
we ought not to be stingy in allowing it money. There is a
potential advantage in that for labor. It is no longer an
experiment, because in 1933 they sent pulp from Savannah,
Ga., to Canada to be processed into paper. It went up in
three refrigerator cars.. It was purely an experiment, con-
ducted under the supervision of Dr. Herty, and they found

that the slash pine in Georgia would make a grade of paper

not only equal to that which has come out of Canada all
these years, but infinitely better from the standpoint of the
coating, the surface, and the smoothness and all those other
characteristics that go into newspaper. It is no longer ex-
perimental. All they need is the money with which to go
ahead, and I for one am willing to strike the date out of the
R. F. C. Act whereby only those industries organized prior
to the 1st of January 1934 can get the benefit of that indus-
trial-loan section of the act. Here we have a chance to
diversify the production of the South, to prepare fer the
time when there will no longer be an outlet for cotton and
cotton goods in all the four corners of the earth, when we
will have to yield to the astuteness and ability of a lot of
other countries that have applied the same mass production
that we have, and then we shall have replacement industries
on which to fall back.

Conditions are ideal for the establishment of such a
new industry. Our C. C. C. camps have set out millions of
pine seedlings in the South. Slash pine will yield more
cordage per acre than the finest timber in any country on
the globe. A single pulp mill, with 500 tons’ daily capacity,
can utilize all the pine grown on an area of 300 square
miles, In Canada it would take 2,000 square miles to sup-
ply such a mill. Slash pine re-seeds itself and is fast
growing. From $3 to $4 per ton could be saved on the
cost of the wood for pulp alone.

It has been estimated that the conversion cost of slash
pine into paper in the South would be about $19 per ton
as compared with $28 in Canada.

When no less a person than the chief chemist of one of
the leading paper companies in Canada will state before
the Canadian Technical Society in Montreal that the United
States is in a position to take the leadership in the produc-
tion of paper pulp, that should be evidence enough that
we have on our very doorstep the making of a great indus-
try that will contribute materially to our well-being, absorb
the unemployed, and take us on the way to economic
independence.

Mr. MICHENER. Mr. Chairman, will the gentleman yield?

Mr. DIRKSEN. Yes.

Mr. MICHENER. If that policy is carried out, how will it
synchronize with the present method of making treaties with
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foreign nations, wherein we recognize the principle that we
are to develop only those industries now existing and which
are being efficiently carried on in this country?

Mr, DIRKSEN. It is diametrically opposed to the sub-
stance of those treaties. I have always been opposed to those
trade treaties where we barter away a real advantage and
regeive an illusory, unreal, and only apparent advantage in
return.

Mr. MICHENER. The gentleman from Ohio [Mr. HARLAN]
addressed the Committee today on those treaty agreements
and indicated clearly that it is the purpose of the agree-
ments to eliminate from American industry such industries
as the beet-sugar industry, which it is claimed are not effi-
cient in the opinion of the President and those who pass upon
the efficiency of industries.

Mr. DIRKSEN. I would say with respect to the argu-
ment of the gentleman from Ohio [Mr. Harranl, that it is
like making love to a widow—he just did not go far enough.
He states that there was an advantage of $600,000 in 1 month
in our trade with Cuba. On the surface of the thing that
looks pretty fine, but it does not take into account the
fact—and this was released by the Department of Commerce
not long ago—that the consumption of consumers’ goods
in this country, while larger in dollars and cents for the
first 9 months of 1934, was actually in point of volume and
tonnage smaller than in 1933. We sold more goods in
terms of dollars, because the prices are good, but sold less
goods in terms of volume and tonnage. What has hap-
pened? Japanese rayon and incandescent globes and im-
portations from Cuba and Finland and Sweden have taken
away our manufacturers’ market and have reduced the
purchasing power of our own people, so that in evaluating
this $600,000 which we got from Cuba, we would doubtless
have to subtract $1,000,000 or more in lost purchasing power
of our own people, and I say here and now that I shall
never be willing to swap a good two-fisted American cus-
tomer for any one of these illusory customers in other cor-
ners of the world who live on a starvation diet.

So much for the argument of the gentleman from Ohio.
Getting back now to the necessity for advancing money to a
new industry like the pulp industry, whereby we can ulti-
mately conserve more than a hundred million dollars of
trade advantage to this country, it has the additional advan-
tage of keeping that money at home, which can be turned
over tenfold in wages and supplies.

If we can preserve that $170,000,000 worth of trade in paper
pulp which is imported every year, it will be the equivalent of
almost one and three-quarter billions of dollars so far as
the general economic welfare of this Nation goes.

May I now apprise you of the fact that while I am inter-
ested in every section of our land, and shall be glad to lend
assistance to bringing prosperity to that vast domain in the
South, where cotton has heretofore been king, I am also self-
ish enough to look for equivalent benefits to the Central
West, By the same foken that R. F. C. funds under the
amended act should be made available for pulp and paper
mills in the South, funds should also be made available for
the establishing of power alcohol distilleries in the States of
the Mississippi Basin.

I have so often pointed out that in the last generation the
replacement of millions of horses and mules by trucks, trac-
tors, and motor cars; the progressive per capita decrease
in the consumption of cereals and meats; the improvement
in feeding methods for livestock, so that less feed is required
to get an animal to market; the displacement of our own
cereals in industry by competitive products, such as black-
strap molasses; and the decrease in exports of meat, due to
meat production in other nations, are all parts of the larger
picture which has cumulatively given us a surplus.

I contend that it is futile, in view of the agricultural ex-
pansion in all corners of the world, fo sit on our haunches
and hope for an improvement in that direction. What we
must do is to revise and alter our internal economy, and this
can be done without disturbing any existing industry by the
processing of surplus products into alcohol to be used by
mixing with gasoline in the proportion of 10 percent.
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It is rather pleasing to note that bills have been introduced
in various legislatures in the central and western States fo
effect the use of alcohol in gasoline through a preferential
tax. Such bills have or will be infroduced in Iowa, Nebraska,
South Dakota, Oregon, California, and other States. Fruits
as well as cereals can be processed into alcohol for power
purposes and thus provide an immense outlet for and add
greatly to the income of that vast group of farmers in the
agricultural States.

In June 1933 we conducted a demonstration on the George
Washington Memorial Highway. It was conducted under
the auspices of the American Automobile Association. I
shall never forget some of the silly arguments that were
advanced against the use of alcohol in gasoline. Manifestly
the Petroleum Institute did not like it. They saw the pos-
sibility of a reduction of the gallonage of gasoline by approxi-
mately 1,700,000,000 gallons a year, which is only 10 percent
of the gasoline consumption of this country. They said that
gasoline which contained a 10 percent mixture of alcchol
would absorb water from the air; that it would stall; that
it would cause hard starting. They said that alcohol in
gasoline would corrode the inside of infernal-combustion
motors. They said all sorts of things. Then they got out
these familiar cartoons and caricatures showing an auto-
mobile which used alcohol-gasoline wobbling up and down
the street, climbing fences and billbeards, and running into
trees—with a jag on, as it were. Those were the fantastic
and silly arguments aimed against the use of alcohol as
motor fuel. But meantime, the Bureau of Agricultural Eco-
nomics and Engineering did not stop in its researches. To-
day I am happy to see that the document gotten out by that
branch of the Government, published under the auspices of
the United States Senate, shows clearly that there are no
technological difficulties in the way of the use of alecchol-
gasoline.

The CHAIRMAN. The time of the gentleman from Illinois
[Mr. DiresEN] has expired.

Mr. TABER. Mr. Chairman, I yield the gentleman 5 addi-
tional minutes.

Mr. DIRKSEN. They are using this so-called “ aleohol-
gasoline ” in 22 different countries. In cultivating sugar in
the Philippines they use it in their tractors. They even use
it in their locomotives in the Philippines. They use it under
mandatory act in Germany, in Yugoslavia, in Czechoslovakia,
in Australia, and in many other countries. It is a rather
significant thing that the Dutch Shell Co., which operates in
every hamlet and village in this country, sells alcohol-gaso-
line at a premium in Australia under the name of Shellkol.
It is a rather singular thing also that the Cities Service Co.,
of which Mr. Henry L, Doherty is president, sells alcohol-
gasoline in England under the same trade and brand name
that they use here, namely, “ Koolmotor ", and there it has
become a very preferred, premium fuel.

Mr. ARNOLD. Will the gentleman yield?

Mr. DIRKSEN. I yield.

Mr. ARNOLD. Is not the sale of gasoline, a portion of
which is derived from alcohol, in foreign countries due to
the fact that the price of gasoline is so high that it is more
economical to use it in those countries, but that the price of
gasoline in this country, is so low that that kind of gasoline
could not successfully compete with the regular gasoline?

Mr. DIRKSEN. But you can make an ideal instrumental-
ity for farm relief that is far better than the program of ecur-
tailment, whereby we recede a step in the production of
wheat and cotton; and Russia, Canada, and these other
countries advance a step and leave us holding the bag.

Mr. ARNOLD. I can understand that when the price of
gasoline rises in this country to the point where it would be
economical to use corn-alechol gasoline that it might be used,
but at the present time I understand the price of gasoline is
such that it is not commercially feasible,

Mr. DIRKSEN. I want to say in that connection that you
can use a 10-percent mixture of gasoline with third-structure
gasoline and get a fuel that is equal to the ethyl gas on the
market today. That is no idle statement from me. That is
shown by all the technological experiments made, not only
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by the Bureau of Agricultural Economics, but by a great
many chemists who are interested in this thing at the present
time.

So, irrespective of the price of gasoline at present and the
price of corn, it is not only feasible from an economic stand-
point but it would not add over the present price of premium
fuels that are on the market, and it would give an outlet for
three or four or five hundred million bushels of grain, not
to speak of other agricultural commodities.

The matter of price and economic advantage has been so
carefully figured out by experts that in my judgment there
is no longer any doubt about its feasibility, its practicality,
and its desirability.

The argument that it will be disastrous to the pefroleum
industry is not borne out by the facts. To restore to the
farmer an outlet for his grain in the form of alcohol, after
a huge portion of his market had been taken away by auto-
motive vehicles, only means that his purchasing power will
be repaired to the point where the gallonage of petroleum
companies will be swelled to a point that will restore what-
ever gallonage will have been displaced by the use of alcohol.

Moreover, it may be of interest to this House to know
that in the report of the National Resource Board, made to
the President only recently, the Board points out that
“ known supplies of oil, natural gas, and certain metals are
sufficient for at most a few decades.” That means nothing
more than the depletion of natural resources such as oil
which, when once exhausted, cannot be replaced. Thus,
by the use of power alcohol we not only provide farm relief
without adding to the present cost of gasoline—because third-
structure gasoline can be used—but we conserve our re-
sources as well.

After all, that is the only thing about which we are con-
cerned. It will solve the problem of the surplus; and it is
being considered seriously because of the fact that dis-
tinguished scientists like Dr. Garvan, the head of the Amer-
ican Chemical Foundation, who has not one iota of interest
other than the general interest of the country, and Dr.
Buffam, of the same institution, and Dr. Hale of the Dow
Chemical Co., at Midland, Mich., and Dr. Christensen, of
Iowa State College, and a great many others not only have
experimented with this thing, but from the basis of prac-
tical knowledge have shown very definitely that it is com-
mercially and technologically possible. These bills are being
introduced now, and I am glad to see that progress is being
made in various Western States. [Applause.]

The proposal to use alcohol made from domestic products
of the growth of the United States is very akin to the pro-
posal to use slash pine in Georgia, Alabama, and other
southern States for the production of paper and pulp. If
is a kind of diversification through which we can preserve
these areas, preserve money crops, preserve an internal pros-
perity and rid ourselves of a dangerous dependence on the
other nations. More and more this breaking of new ground
and pioneering in new crops must be practiced; and when
once we have well learned this problem of diversification, we
will be able fo establish a balanced agriculfure, a balanced
industry, and preserve for ourselves the greatest market in
all the world, namely, the market in our own land for our
own people.

Now it will require funds to promote these power alcohol
distilleries; and since the various States are sponsoring the
proposal, it is only proper that the Federal Government aid
them. By aid, I do not mean a grant or a gift. I mean
only that the money to start the plants necessary to produce
such power alcohol should be available in the form of loans,
if and when the various States should have need for the
money.

The striking of the date in the act passed by the last
Congress so that industries organized after January 1, 1934,
may receive the benefit of indusirial loans on reasonable
security will accomplish that purpose; and hence I am happy
to know that this having been done, we embark upon the
first step in the direction of an internal economy that is
rich in promise for every section of our Nation.
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Mr. ARNOLD. Mr, Chairman, I move that the Committee
do now rise.

The motion was agreed to.

Accordingly the Committee rose; and the Speaker having
resumed the chair, Mr. BuLwiNgLE, Chairman of the Com-
mittee of the Whole House on the state of the Union, re-
ported that that Committee, having had under consideration
the bill (H. R. 4442) making appropriations for the Treasury
and Post Office Departments for the fiscal year ending June
30, 1936, and for other purposes, has come to no resoclution
thereon.

WORLD WAR VETERANS' COMPENSATION CERTIFICATES

Mr. COOLEY. Mr. Speaker, I ask unanimous consent to
revise and extend my remarks and to include therein a
resolution passed by the General Assembly of North Caro-
lina.
The SPEAKER. Is there objection to the request of the
gentleman from North Carolina?

There was no objection.

Mr. COOLEY. Mr. Speaker, under the leave to extend
my remarks in the Recorp, I am glad that my first utterance
upon the floor of this House is in furtherance of a cause
which is near and dear to my heart. I am delighted to
inform the House that the cause for which I am permitted
to speak is likewise dear to the hearts of that fine body of
men and women composing the General Assembly of North
Carolina. As evidence of their interest in the welfare and
happiness of that band of fearless men who carried the
Stars and Stripes on fields of France in the greatest con-
flict that the world has ever known, they have, by resolu-
tion of the house of representatives, the senate concurring,
memorialized Congress to enact legislation authorizing im-
mediate payment to the veterans of the World War the face
value of their adjusted-service certificates. The resolu-
tion is as follows:

Resolution 10 (House Resolution 47)

Joint resolution requesting Congress to pass an act authorizing the
immediate payment to veterans of the World War the face value
of their adjusted-service certificates
Whereas the immediate cash payment of the adjusted-service

certificates, heretofore issued by the United States Government to

the veterans of the World War, will increase tremendously the pur-
chasing power of millions of the consuming publie, distributed
uniformly throughout the Nation; and will provide relief for the
holders thereof who are in dire need and distress because of the

present unfortunate economic conditions; and will lighten im-

measurably the burden which cities, counties, and States are now

required to carry for relief; and

Whereas the payment of sald certificates will not create any
additional debt, but will discharge and retire an acknowledged con-
fract obligation of the Government; and

Whereas the Government of the United States is now definitely
committed to the policy of spending additional sums of money for
the purpose of hastening recovery from the present economic
crisis: Now, therefore, be it

Resolved by the house of representatives (the senate concurring) :

Sectrow 1. That we request the Senators and Representatives of
Congress from the State of North Carolina to support any appro-
priate legislation that does not impair the Government's credit for
the immediate cash payment at face value of the adjusted-service
certificates, with cancelation of interest accrued and refund of
interest paid, as a most effective means to the end above set out.

Sec. 2. That a copy of this resolution be transmitted to each
Benator and Representative In Congress from North Carolina by
the secretary of state under the seal of State.

Sec. 3. That this resolution shall be in full force and effect from
and after its ratification.

In the general assembly read three times and ratified this the
25th day of January 1935.

A. H. GRAHAM,
President of the Senate.
R. G. JoHNSON,
. Speaker of the House of Representatives,

Examined and found correct.

8. F. TeAacuE, For Committee.
STATE oF NORTH CAROLINA,
Depariment of State.

I, Stacey W. Wade, secretary of state of the State of North
Carolina, do hereby certify the foregoing and attached three
sheets to be a true copy from the records of this office.

In witness whereof, I have hereunto set my hand and affixed

my official seal.
Done in office at Raleigh, this 26th day of January, in the year

of our Lord 1935.
[sEAL] BTAacEY W. WADE,
Secretary of State.
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I shall favor legislation authorizing the immediate pay-
ment to the veterans of the World War the face value of
their service certificates. I heartily endorse the resolution
of the General Assembly of North Carolina and commend it
to your consideration,

LEAVE OF ABSENCE

Mr. DUNN of Pennsylvania. Mr. Speaker, I ask unani-
mous consent, at the request of the gentleman from Penn-
sylvania [Mr. Morrtz]l, that he be granted leave of absence
for a few days on account of the illness of his father.

The SPEAKER. Is there objection to the request of the
gentleman from Pennsylvania?

There was no objection.

By unanimous consent, leave of absence was granted as
follows:

Mr. O’Leary, indefinitely, on account of the death of his
mother,

Mr. Starnes, indefinitely, on account of illness in family.

Mr. Lucas, indefinitely, on account of serious illness in
family,

ADJOURNMENT

Mr. ARNOLD. Mr. Speaker, I move that the House do
now adjourn.

The motion was agreed to; accordingly (at 4 o’clock and
46 minutes p. m.) the House adjourned until tomorrow,
Tuesday, January 29, 1935, at 12 o’clock noon.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of rule XXIV, executive communications
were taken from the Speaker’s table and referred as follows:

166. A letter from the Secretary of the Treasury trans-
mitting report on the War Finance Corporation (in liquida-
tion) covering the period from January 1, 1934, to December
31, 1934 (H. Doc. No. 86) ; to the Committee on Banking and
Currency and ordered to be printed.

167. A communication from the President of the United
States, transmitting a supplemental estimate of appropria-
tion for the fiscal year 1935, for the Department of Agricul-
ture, Bureau of Entomology and Plant Quarantine, for the
control of the screw worm, amounting to $480,000 (H. Doec.
No. 87) ; to the Committee on Appropriations and ordered to
be printed.

168. A letter from the Secretary of Commerce, transmit-
ting draft of a proposed bill for the relief of Ward J. Lawton,
special disbursing agent, Lighthouse Service, Department of
Commerce; to the Committee on Claims.

169. A letter from the Secretary of War, transmitting
draft of a proposed bill to accelerate the promotion of com-
missioned officers of the Regular Army; to the Committee
on Military Affairs.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS

Under clause 2 of rule XIIT,

Mr. KEE: Committee on Foreign Affairs. House Joint
Resolution 94. Joint resolution providing for the participa-
tion of the United States in the California Pacific Interna-
tional Exposition to be held at San Diego, Calif., in 1935 and
1936; authorizing an appropriation therefor; and for other
purposes; with amendment (Rept. No. 33). Referred to the
Committee of the Whole House on the state of the Union.

Mr. STEAGALL: Committee on Banking and Currency
S. 1175. An act to extend the functions of the Reconstruc-
tion Finance Corporation for 2 years, and for other purposes;
with amendment (Rept. No. 34). Referred to the Committee
of the Whole House on the state of the Union.

PUBLIC BILLS AND RESOLUTIONS

Under clause 3 of rule XXII, public bills and resolutions
were introduced and severally referred as follows:

By Mr. BELL: A bill (H. R. 4869) to make permanent the
additional office of district judge created for the western dis-
trict of Missouri; to the Committee on the Judiciary.
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Also, a bill (H. R. 4870) to provide for the appointment of
additional district judges for the eastern and western dis-
tricts of Missouri; to the Committee on the Judiciary.

By Mr. PEARSON: A bill (H. R. 4871) to authorize the
Reconstruction Finance Corporation to make loans to manu-
facturing, industrial, commercial, and mercantile establish-
ments, to institutions of learning, and to hospitals; to the
Committee on Banking and Currency.

By Mr. SMITH of Washington: A bill (H. R. 4872) to
establish a fish-cultural station on the Satsop River, Grays
Harbor County, Wash.; to the Committee on Merchant
Marine, Radio, and Fisheries.

By Mr. KEELLER: A bill (H. R. 4873) relating to the
construction, maintenance, and regulation within and by the
United States of America of a Nation-wide system of durable
hard-surfaced post roads and their appurtenances and the
provision of means for the payment of the cost thereof; to
the Committee on Ways and Means.

By Mr. BURDICK: A bill (H. R, 4874) amending section
5D of the Reconstruction Finance Act, as amended, relating
to advances to industrial and commercial business; to the
Committee on Banking and Currency.

By Mr. DEEN: A bill (H, R. 4875) to provide for the
establishment of a national monument at Fort Frederica,
8t, Simon Island, Ga., to be known as the “ Fort Frederica
National Shrine ”; to the Committee on the Public Lands.

By Mr. HILDEBRANDT: A bill (H. R. 4876) to fix the
hours of duty of railway postal clerks, and for other pur-
poses; to the Commitiee on the Post Office and Post Roads.

By Mrs. JENCKES of Indiana: A bill (H. R. 4877) to au-
thorize the State of Indiana to construct, maintain, and
- operate a free highway bridge across the Wabash River near
Lafayette, Ind.; to the Committee on Interstate and Foreign
Commerce.

By Mr. LUCKEY: A bill (H. R. 4878) to establish a na-
tional park on the Daniel Freeman Homestead in Gage
County, Nebr.; to the Committee on the Public Lands.

By Mr. MILLER: A bill (H. R. 4879) to prevent discrimi-
nation agamnst certain distressed home owners on account
of the different methods that have been employed in the
various States for financing public improvements, to avoid
penalizing worthy properties in special improvement dis-
tricts, and for other purposes; to the Commitiee on Bank-
ing and Currency.

By Mr. SIROVICH: A bill (H. R. 4880) to establish the
United States Air Transport System, to be owned and oper-
ated by the United States Government for the purpose of
developing and forwarding the arts of aeronautics and
aviation by the purchase and/or building and operation of
heavier-than-air and lighter-than-air aircraft; the air
fransport of United States air mail, and of passenger, ex-
press, and light freight; the purchase and/or building of
airports on or over land or ocean or inland waters and the
laying-out and operation of air routes equipped with take-off
and landing, lighting, beacon, and communication systems,
and for other purposes, connected with aeronautics and avia-
tion. The short title of this bill shall be “An act to establish
the United States Air Transport System ”, Webster's Un-
abridged Dictionary, common usage, and accepted usage in
aviation of the terms used in this act shall govern their
interpretation; to the Committee on Interstate and Foreign
Commerce.

By Mr. VINSON of Eentucky: A hill (H. R. 4881) to re-
duce internal-revenue taxes on tobacco products; to the
Committee on Ways and Means.

By Mr. WHELCHEL: A bill (H. R, 4882) fo exempt a lim-
ited quantity of cotton produced by small producers from
the cotton-ginning tax, to fix a reasonable compensation to
be paid where the operators of cotton gins are required to
collect such tax, and to provide for the selection of mem-
bers of county and community committees under the Cotton
Act of 1934; to the Committee on Agriculture.

By Mr. WILCOX: A hill (H. R. 4883) to amend the Recon-
struction Finance Corporation Act so as to extend provisions
thereof to corporations, associations, and individuals to aid
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in constructing and maintaining- facilities for the growing,
harvesting, marketing, storing, warehousing, and/or process-
ing of forest products; to the Committee on Banking and
Currency.

By Mr. CONNERY: A bill (H. R. 4884) to accord labor
proper opportunity for protection of rights granted by the
Congress, and for other purposes; to the Committee on Labor,

By Mr. DITTER: A bill (H. R. 4885) to reconstitute the
membership of the Board of Indeterminate Sentence and
Parole for the District of Columbia, and for other purposes;
to the Committee on the District of Columbia,

By Mr. EAGLE: A bill (H. R. 4886) providing for the em-
ployment of skilled shorthand reporters in the executive
branch of the Government; to the Committee on the
Judiciary.

Also, a bill (H. R. 4887) to create a board of shorthand
reporting, and for other purposes; to the Committee on the
Judiciary.

By Mr. ELLENBOGEN: A bill (H. R. 4888) to provide for a
census of population, occupations, and unemployment, and
for other purposes; to the Commitiee on the Census.

By Mr. FOCHT': A bill (H. R. 4889) securing memorial for
Col. Thomas M. Hulings and the Logan Guards; to the Com-
mittee on the Library.

By Mr. GASQUE: A bill (H. R. 4890) for the enlargement
of the post office and Federal courthouse building at Florence,
S. C., and appropriating money therefor; to the Committee
on Public Buildings and Grounds.

Also, a bill (H. R. 4891) for the erection of a public build-
ing at Bishopville, 8. C., and appropriating money therefor;
to the Committee on Public Buildings and Grounds.

Also, a bill (H. R. 4892) for the erection of a public build-
ing at Mullins, S. C., and appropriating money therefor; to
the Committee on Public Buildings and Grounds.

Also, a bill (H. R. 4893) to abolish interest charges upon
loans made on adjusted-service certificates; to the Com-
mittee on Ways and Means.

Also, a bill (H. R. 4894) to amend section 30, title IIT
(veterans’ provisions), of Public Law No. 141, Seventy-third
Congress, to give the benefits thereof to veterans who en-
listed in the United States forces after August 12, 1898, and
who served outside the continental limits of the United
States; to the Committee on Pensions.

By Mr. McGEHEE: A bill (H. R, 4895) to change the name
of Pickwick Landing Dam to Quin Dam; o the Committee
on Military Affairs.

By Mr. RICHARDS: A bill (H. R. 4896) to provide for the
purchase of a site and the construction of a post-office
building at Chesterfield, S. C.; to the Committee on Public
Buildings and Grounds.

Also, a bill (H. R. 4897) to provide for the purchase of a
site and the construction of a post-office building at Winns-
boro, S. C.; to the Committee on Public Buildings and
Grounds.

By Mr, SPENCE: A bill (H. R. 4898) to provide that tolls
on certain bridges over navigable waters of the United States
shall be just and reasonable, and for other purposes; to the
Committee on Interstate and Foreign Comimerce.

By Mr. THOMPSON: A bill (H. R. 4899) terminating the
tax imposed under section 701 of the Revenue Act of 1926; to
the Committee on Ways and Means.

By Mr. BLOOM: A hill (H. R. 4500) to amend the natu-
ralization laws in respect of residence requirements, and for
other purposes; to the Committee on Immigration and Natu-
ralization.

Also, a bill (H. R. 4901) to authorize appropriations to
pay the annual share of the United States as an adhering
member of the International Council of Scientific Unions
and associated unions; to the Committee on Foreign Affairs.

By Mr. CRAVENS: A bill (H. R. 4902) to provide for the
construction of a post office at Paris, Ark.; to the Committee
on Public Buildings and Grounds.

Also, a bill (H. R. 4903) to provide for the construction of a
post office at Van Buren, Ark.; to the Committee on Public
Buildings and Grounds.
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Also, a bill (H. R. 4904) to provide for the construction of a
post office at Nashville, Ark.; to the Committee on Public
Buildings and Grounds.

Also, a bill (H. R. 4905) to provide for the construction of a
post office at Ashdown, Ark.; to the Committee on Public
Buildings and Grounds.

Also, a bill (H. R. 4906) to provide for the construction of a
post office at Booneville, Ark.; to the Committee on Public
Buildings and Grounds.

Also, a bill (H. R. 4907) to provide for the construction of a
post office at De Queen, Ark.; to the Committee on Public
Buildings and Grounds.

By Mr. MEAD: A bill (H. R. 4908) to amend section 52 of
the Judicial Code, as amended; to the Committee on the
Judiciary.

Also, a bill (H. R. 4909) authorizing the erection of a
memorial to Brig. Gen. Casimir Pulaski at Savannah, Ga.;
to the Committee on the Library.

By Mr. ALLEN: A bill (H. R. 4910) to authorize the pur-
chase of closed-bank buildings for postal purposes and for
the relief of depositors in closed banks; to the Committee on
Public Buildings and Grounds.

By Mr. McSWAIN: A bill (H. R. 4911) to amend sections
10.to 14, inclusive, of the act approved July 2, 1926 (44 Stat.
784, 789) ; to the Committee on Military Affairs.

By Mr. MARTIN of Colorado: A bill (H. R. 4912) to extend
air-mail routes and airplane mileage; to the Committee on
the Post Office and Post Roads.

By Mr. MILLARD: Resolution (H. Res. 76) requesting in-
formation from the Postmaster General; to the Committee
on the Post Office and Post Roads.

By Mr. SANDLIN: Resolution (H. Res. 77) to pay to Hattie
P. Shepherd, widow of John H. Shepherd, 6 months’ com-
pensation and not to exceed $250 funeral expenses; to the
Committee on Accounts.

By Mr, VINSON of Georgia: Resolution (H. Res. 78) for
the creation of a select committee of the House to investigate
the effect of the enforcement of the code of fair competition
for the lumber industry promulgated under the National In-
dustrial Recovery Act upon the small sawmill business and
employees thereof; to the Committee on Rules,

By Mr. SABATH: Resolution (H. Res. 79) authorizing fur-
ther expenditures not to exceed $100,000, to be paid out of the
contingent fund of the House, for the continuance of the in-
vestigation by the Select Committee to Investigate Real
Estate Bondholders’ Reorganizations, and for other purposes;
to the Committee on Accounts.

By Mr. KRAMER: Resolution (H. Res. 80) directing the
United States Tariff Commission to investigate the differences
in the costs of production of fresh, frozen, and canned fish,
fish meal, and fish oil, and byproducts; to the Committee on
Ways and Means.

By Mr. FISH: Resolution (H. Res. 81) directing the Post-
master General to furnish certain information to the House
of Representatives; to the Committee on the Post Office and
Post Roads. '

By Mr. TREADWAY: Resolution (H. Res. 82) directing
the Secretary of Agriculture to furnish a list of articles, the
names of which are on file, to the House of Representatives;
to the Committee on Ways and Means.

Also, resolution (H. Res. 83) directing the Secretary of
Commerce to furnish a list of articles, the names of which
are on file, to the House of Representatives; to the Com-
mittee on Ways and Means.

Also, resolution (H. Res. 84) directing the Secretary of
State to furnish a list of articles, the names of which are
on file, to the House of Representatives; to the Committee
on Ways and Means.

By Mr. RAYBURN: Joint resolution (H. J. Res. 138) to
create a commission to study and report on the feasibility
of constructing the Nicaragua Canal; to the Committee on
Interstate and Foreign Commerce.

By Mr. HAINES: Joint resolution (H. J. Res. 139) for the
establishment of a commission for the construction of a
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Washington-Lincoln Memorial Gettysburg Boulevard con-
necting the present Lincoln Memorial in the city of Wash-
ington with the battlefield of Gettysburg in the State of
Pennsylvania; to the Committee on Roads.

By Mr. BLOOM: Joint resolution (H. J. Res. 140) to pro-
vide for the completion of the publication of the writings of
George Washington; to the Committee on the Library.

MEMORIALS

Under clause 3 of rule XXII, memorials were presented
and referred as follows:

By the SPEAKER: Memorial of the Legislature of the
State of Maine, relating to the protection of newsprint pulp
and pulpwood industry; to the Committee on Ways and
Means.

Also, memorial of the Legislature of the State of Arkansas,
supporting immediate payment of the bonus; to the Com-
mittee on Ways and Means.

Also, memorial of the Legislature of the State of Wash-
ington, regarding arid lands in said State; to the Committee
on Irrigation and Reclamation.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. ASHBROOK: A bill (H. R. 4913) for the relief
of Morgan & Roberts, a copartnership, Newark, Ohio; to the
Committee on Claims.

Also, a bill (H. R. 4914) granting an increase of pension
to Melissa J. Wells; to the Committee on Invalid Pensions.

By Mr. BEITER: A bill (H. R. 4915) for the relief of °
Guideo Biscaro, Giovanni Polin, Spironello Antonio, Arturo
Bettio, Carlo Biscaro, and Antonio Vannin; to the Com-
mittee on Claims.

By Mr. BUCK: A bill (H. R. 4916) granting a pension to
Georgene F, Jackson; to the Committee on Pensions.

By Mr. BUCKBEE: A bill (H. R. 4917) granting an in-
crease of pension to Laura McBratney; to the Committee on
Invalid Pensions.

By Mr. BYRNS: A bill (H. R. 4918) for the relief of U. S.
Davis; to the Committee on Claims.

Also, a bill (H. R. 4919) for the relief of Smith Wall; to
the Committee on Claims.

Also, a bill (H. R. 4920) for the relief of FPrank J. Miller;
to the Committee on Claims.

Also, a bill (H. R. 4921) for the relief of William Utly;
to the Committee on War Claims.

Also, a bill (H. R. 4922) for the relief of Mrs. W. 1. Kline
and Mrs. W. C. Greer; to the Committee on War Claims.

By Mr. COLE of Maryland: A bill (H. R. 4923) for the
relief of Maj. E. Leslie Medford, United States property and
disbursing officer for Maryland; to the Committee on Claims.

Also, a bill (H. R. 4924) conferring jurisdiction on the
Court of Claims to hear, determine, and render judgment
upon the claim of William E. B. Grant; to the Committee on
Claims.

By Mr. COLMER: A bill (H. R. 4925) to authorize and
direct the Comptroller General to settle and allow the claim
of George P. Money for fees for services rendered; to the
Committee on Claims.

By Mr. DEMPSEY: A bill (H. R. 4926) granting a pension
to Grover Cleveland O'Dell; to the Committee on Pensions.

By Mr. EAGLE: A bill (H. R. £927) authorizing the Presi-
dent to order Donald O, Miller before a retiring board for a
hearing of his case, and upon the findings of such board
determine whether or not he be placed on the retired list
with the rank and pay held by him at the time of his separa-
tion; to the Committee on Military Affairs.

By Mr. FOCHT: A bill (H. R. 4928) for the relief of Albert
A, Taney; to the Committee on Military Affairs.

Also, a bill (H. R. 4929) granting a pension to John I.
Boyer; to the Committee on Pensions.

Also, a bill (H. R. 4930) granting a pension to Mary C.
Simon; to the Committee on Pensions.
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By Mr. GASQUE: A bill (H. R. 4931) granting an increase
of pension to Helen K. Snowden; to the Committee on
Pensions.

Also, a bill (H. R. 4932) granting a pension to William H.
Worrell; to the Commitiee on Pensions.

Also, a bill (H. R. 4933) granting a pension to Joseph B.
Player; to the Committee on Pensions.

Also, a bill (H. R. 4934) granting a pension to Samuel W.
Mabrey; to the Committee on Pensions.

Also, a bill (H. R. 4935) granting a pension to Rufus E.
Davidson; to the Committee on Pensions.

By Mr. GILLETTE: A bill (H. R. 4936) for the relief of Mrs.
H. H. Brugmann; to the Committee on Claims.

Also, a bill (H. R. 4937) granting an increase of pension to
Ellen E. Smith; to the Committee on Invalid Pensions.

By Mr. GRISWOLD: A bill (H. R. 4938) granting an in-
crease of pension to George Elmer Stevens; to the Com-
mittee on Pensions.

By Mr. JOHNSON of West Virginia: A bill (H. R. 4939)
granting a pension to Samuel Edwards; to the Committee on
Invalid Pensions.

By Mr. EEE: A hill (H. R. 4940) granting a pension fo
Sarah M. Williams; to the Committee on Invalid Pensions.

Also, a bill (H. R. 4941) for the relief of Henry C. Hale;
to the Committee on War Claims.

By Mr. EENNEY: A bill (H. R. 4942) for the relief of
Patrick Henry Walsh; fo the Committee on Claims.

By Mr. LAMNECK: A bill (H. R. 4943) for the relief of
Anson B, Coates; to the Committee on Claims.

By Mr. LEWIS of Colorado: A bill (H. R. 4044) granting
a pension to Lillian S. Budd; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 4945) granting a pension to Elizabeth
Gehm; to the Committee on Invalid Pensions.

Also, a bill (H. R. 4946) granting a pension to Mary J.
Edwards; to the Committee on Invalid Pensions.

Also, a bill (H. R. 4947) granting a pension to Juliet
Thoroughman; to the Committee on Invalid Pensions. ]

Also, a bill (H. R. 4948) granting a pension to Winnie F.
Mpyers; to the Committee on Pensions,

Also, a bill (H. R. 4949) granting a pension to Lillie M.
Settle; to the Committee on Pensions.

Also, 2 bill (H. R. 4850) for the relief of Francis A. Parry;
to the Committee on Military Affairs.

Also, a bill (H. R. 4951) for the relief of the Moffat Coal
Co.; to the Committee on Claims.

Also, a bill (H. R. 4952) for the relief of Davis & Vance;
to the Committee on Claims.

Also, a bill (H. R. 4953) for the relief of Doris Lipscomb;
to the Committee on Claims. "

Also, a bill (H. R. 4954) granting an increase of pension
to Kate M. Kirby; to the Committee on Invalid Pensions.

By Mr. McCANDREWS: A bill (H. R. 4955) for the relief
of the heirs of Jennie Brenner; to the Committee on Claims.

Also, a bill (H. R. 4956) to confer jurisdiction upon the
Court of Claims to hear, determine, and render judgment
upon the claim of the heirs of G. C. Greenwood; to the Com-
mittee on Claims.

By Mr. McCREYNOLDS: A bill (H. R. 4957) for the refund
of income and profits taxes erroneously collected; fo the
Committee on Ways and Means.

By Mr. McSWAIN: A bill (H. R. 4958) for the relief of
Claud J. Adams; to the Committee on Military Affairs.

By Mr. MILLER: A bill (H. R. 4959) for the relief of
Charles E. Hofmann; to the Committee on Military Affairs.

Also, a bill (H. R. 4960) granting a pension to Sarah Eliza-
beth Hofmann; to the Committee on Invalid Pensions.

By Mr. O'BRIEN: A bill (H. R. 4961) for the relief of
Frank Young; to the Committee on Claims.

By Mr. PETERSON of Florida: A bill (H. R. 4962) for the
relief of the Tampa Marine Co.; to the Committee on Claims.

By Mr. POLK: A bill (H. R. 4963) granting an increase
of pension to Carrie F. Bloom; to the Committee on Invalid
Pensions.
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Also, a bill (H. R. 4964) for the relief of Richard Taylor;
to the Committee on Naval Affairs.

By Mr. RANDOLPH: A bill (H. R. 4965) to authorize the
Comptroller General to settle and certify for payment the
account of M. M. Smith as de facto United States commis-
sioner for the northern district of West Virginia from May
1, 1933, ta October 1, 1933; to the Committee on Claims.

Also, a bill (H. R. 4966) for the relief of Lewis Clark; to
the Committee on Claims.

Also, a bill (H. R. 4967) granting a pension to Cassie Ran-
dolph; to the Committee on Pensions.

- By Mr. ROBSION of Kentucky: A bill (H. R. 4968) grant-
ing an increase of pension to William Hibbard; to the Com-
mittee on Pensions.

Also, a bill (H. R. 4969) granting a pension to Allie Gleece;
to the Committee on Pensions.

Also, a bill (H. R. 4970) granting a pension to Lou Size-
more; to the Committee on Pensions.

By Mr. ROMJUE: A bill (H. R. 4971) granting a pension
to Margaret Malinda Saunders; to the Committee on In-
valid Pensions.

By Mr. SADOWSKI: A bill (H. R. 4972) for the relief of
Trifune Korac; to the Committee on Claims.

By Mr. SHORT: A bill (H. R. 4973) granting a pension to
Ella Woodward; to the Committee on Pensions.

By Mr. TAYLOR of Tennessee: A bill (H. R. 4974) for the
relief of Rabbi Isaac Levine; to the Committee on Claims.

By Mr., THOMAS: A bill (H. R. 4975) granting a pension
to Lillian Thomson; to the Committee on Invalid Pensions.

By Mr. TURNER: A bill (H. R. 4976) granting a pension
to David H. Martin; to the Committee on Pensions.

By Mr. WELCH: A bill (H. R. 4977) for the relief of
George Henry Koerner; to the Committee on Naval Affairs.

By Mr. WILSON of Pennsylvania: A bill (H. R. 4978)
granting a pension to Mary R. Dillon; to the Committee on
Invalid Pensions.

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions and papers were
laid on the Clerk’s desk and referred as follows:

458. By Mr. BACON: Petition of six residents of Floral Park
and New Hyde Park, N. Y., urging the enactment of House
bill 2856, proposing an old-age-pension plan; fo the Commit-
tee on Labor. !

459. By Mr. BLOOM: Petition of the Board of Supervisors
of Erie County, State of New York, urging the passage of the
bill authorizing the appropriation of $4,000,000,000, recom-
mended by the President, said bill to contain a provision
allotting to the railroads a suitable appropriation to be used
for grade-crossing improvements; to the Committee on Ways
and Means.

460, By Mr. BRUNNER: Resolution of the Fourth Assem-
bly District Democratic Club, 93-37 Union Hall Street,
Jamaica, N. Y., urging Congress to make additional appro-
priation to continue the activities of the Home Owners' Loan
Corporation; to the Committee on Banking and Currency.

461. By Mr. BUCKLER of Minnesota: Petition of B. H.
Wessling, commander; Theo. Fossen, adjutant; and members
of the Robert LeRoy Adamson Post, No. 30, of the American
Legion, Department of Minnesota, all citizens of Fergus Falls
and vicinity in Minnesota, urging the immediate cash pay-
ment of the soldiers’ adjusted-service certificates; to the
Committee on Ways and Means.

462. Also, petition of Sophie Nielsen and 560 other mem-
bers of the Third Ward Townsend Old-Age Revolving Pen-
sion Club, all citizens of Moorhead, Minn., praying for sup-
port of the Townsend old-age-pension bill; to the Committee
on Ways and Means.

463. By Mr. CARTER: Assembly Joint Resolution No. 1
adopted by the Legislature of the State of California, urg-
ing the enactment by Congress of an old-age-pension law to
provide for the refirement and care of dependent aged per-
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sons in the United States; to the Committee on Ways and
Means.

464, Also, petition of Frank J, Murphy and 14 other citi-
zens, of Alameda County, Calif., petitioning for the recall
of the present Ambassador to Mexico, the Honorable Jose-
phus Daniels; to the Committee on Foreign Affairs.

465. By Mr. CHAPMAN: Petition of Phill Smothers, Wil-
liam Lee Grant, Charles V. Kestel, and 19 other citizens of
Jessamine County, Ky. urging the enactment of old-age-
pension bill as embodied in House bill 2856; to the Com-
mittee on Labor.

466. Also, petition of Barney Cammack, Allen Beverly,
Susie Jackson, Clara Bradney, and 15 other citizens of
Glencoe, Owen County, Ky., urging the enactment of old-
age-pension bill as embodied in House bill 2856; to the Com-
mittee on Labor.

467. Also, petition of Sophia Bell, Harrison Lee, D. M.
Ellis, Nute Harrington, and 29 other citizens, of Franklin
County, Ky., urging the enactment of old-age-pension hill
as embodied in House bill 2856; to the Committee on Labor.

468. Also, petition of Joe C. Rivers, Tom Bishop, Ellen
Moffett, and Rose Letcher, and 36 other citizens of George-
town, Scott County, Ky., urging the enactment of old-age-
‘pension bill as embodied in House bill 2856; to the Com-
mittee on Labor. _

469. Also, petition of J. H. Laurence, J. R. Parker, Alice
Webb, Margaret Kemper, and 34 other citizens of Monterey,
Owen County, Ky., urging the enactment of old-age-pension
bill as embedied in House bill 2856; to the Committee on
Labor.

470. Also, petition of J. W. Prather and 18 other citizens
of Campbellsburg, Lizzie Young and 11 other citizens of
Eminence, Bruce Reed and 4 other citizens of Jericho, and
Fannie Tinsley and 1 other citizen of Smithfield, Henry
County, Ky., urging the enactment of old-age-pension bill as
embodied in House bill 2856; to the Committee on Labor.

471. By Mr. CULKIN: Petition of certain citizens of the
city of Watertown and vicinity, New York State, favoring
the old-age revolving pensions; to the Committee on Labor.

472. Also, petition of members of the Stamp Club of
Clayton, N. Y., protesting against the selling of certain
stamps to privileged few; to the Committee on the Post
Office and Post Roads.

473. By Mr. DEMPSEY: Petition of the New Mexico Cattle
Growers Association, Albuquerque, N. Mex.; to the Commit-
tee on Agriculture.

474, By Mr. DIES: Petition of citizens of Angelina County,
Tex., favoring a reasonable old-age-pension law; to the
Committee on Labor.

475. Also, petition of citizens of San Augustine, Tex.,
favoring the Townsend old-age plan; to the Committee on
Labor.

476. By Mr., DOUGHTON: Memorial of the Legislature
of North Carolina, favoring the immediate payment to vet-
erans of the World War the face value of their adjusted-
service certificates; to the Committee on Ways and Means.

477. By Mr. GOODWIN: Resolution of the National Guard
Association of the State of New York, Albany, N. Y., in which
they respectfully petition Congress to eliminate from that
portion of the Army appropriation bill affecting National
Guard activities any provision which would affect the right
of Federal pay or Federal recognition of any member of the
National Guard of the State of New York; to the Committee
on Appropriations.

478. Also, petition of the Columbia Rifle Club., Inc., of
Hudson, N. Y., opposing any firearms legislation not meeting
with the approval of the National Rifle Association; to the
Committee on Interstate and Foreign Commerce,

479. Also, petition of the National Association of Butter
and Egg Distributors, opposing the repeal of the oleomar-
garine tax or any reduction thereof; to the Committee on
Agriculture.

480. Also, petition of National Association of Butter and
Egg Distributors, against using Government funds to finance
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marketing agencies that compete with independent distribu-
tors of dairy and poultry products; to the Committee on
Agriculture.

481. By Mr. MORAN: Petition of the State Legislature of
Maine; to the Committee on Ways and Means.

482. By Mr. HILDEBRANDT: Petition of the Senate of
the State of South Dakota (the house of representatives
concurring), respectfully urging the Congress of the United
States to enact the proper legislation necessary to carry the
President’s shelter-belt plan into effect; to the Committee
on Agriculture.

483. Also, petition of the twenty-fourth session of the
South Dakota Senate (house of representatives concurring),
urging Congress to enact such legislation necessary so that
the seed grain furnished shall be paid for by a return bushel
for bushel for the seed so furnished; to the Committee on
Agriculture.

484. Also, petition of the Public Utilities Committee, of
Watertown, S. Dak., urging the enforcement of the Federal
Revenue Act and in doing so the Federal Government shall
not impose directly or indirectly a tax upon any State or
Territory, the United States, the District of Columbia, or
any political subdivision, agency, or district thereof; to the
Committee on Ways and Means.

485. Also, petition of the Senate of the twenty-fourth leg-
islative session of the State of South Dakota (the house of
representatives concurring) memorializing the Congress of
the United States to make an appropriation for the benefit
of certain World War veterans whose children were killed or
injured in a school-bus collision on January 9, 1935, near
Piedmont, S. Dak.; to the Committee on Appropriations.

486. By Mr. KENNEY: Resolution of the Board of Water
Commissioners of Elizabeth, N. J., protesting against any
Federal revenue act which may be interpreted to impose a
tax upon States, their political subdivisions, districts, or
agencies; to the Committee on Ways and Means.

487, By Mr. KRAMER: Brief of the International Associa-
tion of Machinists relative fo aircraft and engine mechanics
employed by the air transport companies; to the Committee
on Interstate and Foreign Commerce.

488. By Mr. LUCKEY: Petition of the Senate of the State
of Nebraska requesting the United States Government to
establish a national arboretum at Nebraska City, Nebr.; to
the Committee on Agriculture.

489, By Mr. McLAUGHLIN: Petition memorializing the
Congress of the United States to pass, and the President of
the United States to approve, if passed, the soldiers’ bonus
bill now pending in Congress; to the Committee on Ways and
Means.

490. Also, petition for immediate payment of the adjusted-
service certificates held by the veterans of the World War;
to the Committee on Ways and Means,

491, Also, petition memorializing the Congress of the
United States favoring the speedy passage of a bill providing
for Federal old-age pension; to the Commifttee on Labor.

492, Also, petition memorializing the Congress of the
United States to include building of free interstate bridges
across the Missouri River as Public Works Administration
projects; to the Committee on Appropriations.

493. Also, memorial requesting the Congress of the United
States of America to eliminate the taxation of gasoline by
the Federal Government; to the Committee on Ways and
Means.

494, Also, petition memorializing the Congress and the
President of the United States to care for Nebraska unem-
ployables; to the Committee on Appropriations.

495, By Mr. MARTIN of Colorado: Petition of the Colo-
rado General Assembly; to the Committee on Ways and
Means.

496. By Mr. MARTIN of Massachusetts: Memorial of the
City Council of Fall River, Mass., favoring immediate pay-
ment of the World War adjusted-service certificates; to the
Committee on Ways and Means.
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497. By Mr. MEAD: Petition of the University of
Rochester, Rochester, N. Y. regarding alteration of the
Federal Emergency Relief Administration, so as to include
expressly hospital care of persons on welfare relief as coming
within the provisions of the Federal Emergency Relief Act;
to the Committee on Appropriations. y

498. Also, petition of the board of directors of the Ameri-
can Coalition, Washington, D. C., requesting that the United
States decline membership in the World Court; to the Com-
mittee on Foreign Affairs.

499. Also, petition of the Common Council of the City of
Buffalo, N, Y., requesting that the office of the district com-
mander of the United States Coast Guard remain in Buf-
falo, N. Y., and not be transferred to Cleveland, Ohio; to the
Committee on Naval Affairs.

500. By Mr. MERRITT of New York: Resolution of Wood-
haven Council, No, 1866, Knights of Columbus, of Wood-
haven, N. Y., protesting against the activities of the Na-
tional Revolutionary Party in Mexico and urging the Con-
gress of the United States to refrain from trade relations,
ete., which are profitable to the supporters of the National
Revolutionary Party and urging tourists not to visit Mexico;
to the Committee on Foreign Affairs.

501. By Mr. PATMAN: Petition of T. J. Cherry, of Mount
Pleasant, and 185 other citizens of Titus County, Tex., favor-
ing the passage of old-age-pension legislation; to the Com-
mittee on Labor.

502. Also, petition of J. T. Kidwell, of Mount Vernon, and
230 other citizens of Franklin County, Tex. favoring the
passage of old-age-pension legislation; to the Committee on
Labor.

503. Also, petition of J. D. Bowden, of Mount Pleasant,
and 143 other citizens of Titus County, Tex., favoring the
passage of old-age-pension legislation; to the Committee on
Labor.

504. Also, petition of J. M. Hadaway, N. M. Mathes, R. B.
Crowson, Mrs. Flen Hickman, and 2,080 other citizens of
Hopkins County, Tex., favoring an old-age-pension law; to
the Committee on Labor.

505. Also, petition of Albert Thompson, E. D. Jones, and
340 other citizens of Bowie County, Tex., favoring enact-
ment info law of the Townsend old-age-pension plan; to the
Committee on Labor.

506. Also, petition of J. W. Spears, Paris, and 274 other
citizens of Lamar County, Tex., favoring the Townsend plan
for old-age pensions; to the Committee on Labor.

507. Also, petition of Gibbons Poteet, Roy C. Lattimore,
and 201 other citizens, of Roxton, Tex., favoring the im-
mediate cash payment in full of the soldiers’ adjusted-service
certificates; to the Committee on Ways and Means.

508. Also, petition of Jim P. Poteet, of Roxton, and 10
other citizens of Lamar County, Tex., favoring an old-age
pension and particularly the Townsend old-age-pension plan;
to the Committee on Labor.

509. Also, petition of 116 citizens of Bowie County, Tex.,
favoring an old-age-pension law; to the Committee on Labor.

510. Also, petition of R. L. Halder, Henry Walker, S. K.
Turner, and 366 other citizens of Franklin County, Tex.,
favoring an old-age-pension law, and particularly the Town-
send plan; to the Committee on Labor.

511. Also, petition of O. M. Table, Lee Rhea, R. R, Hodge,
and 558 other citizens of Titus County, Tex., favoring enact-
ment into law of the Townsend old-age-pension plan; to the
Committee on Labor. )

512. By Mr. POLK: Petition signed by J. P. Harris, cor-
responding secretary of Good Will Lodge, No. 157, Ohio, of the
Amalgamated Association of Iron, Steel, and Tin Workers of
North America, and 470 other citizens and merchants of
Scioto County, Ohio, favoring the 30-hour week with in-
creased wages for all industries; continuance of the National
Recovery Administration, especially section 7-A interpreted
to support majority rule; labor representation on all code
authorities; the Wagner bill to ouflaw company unions; and
unemployment insurance so drafted that all without work
be eligible, including strikers; to the Committee on Labor.
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513. Also, petition signed by W. W. Perry and 93 other:
residents of Portsmouth, Ohio, favoring the 30-hour week
with increased wages for all industries; continuance of the
National Recovery Administration, especially section 7-A in-
terpreted to support majority rule; labor representation on
all code authorities; the Wagner bill to outlaw company
unions; and unemployment insurance so drafted that all
without work be eligible, including strikers; to the Com-
mittee on Labor.

514. Also, petition signed by Ada May Hammond and 662
other residents of Scioto County, Ohio, favoring the 30-hour
week with increased wages for all industries; continuance
of the National Recovery Administration, especially section
T-A interpreted to support majority rule; labor representa-
tion on all code authorities; the Wagner bill to outlaw com-
pany unions; and unemployment insurance so drafted that
all without work be eligible, including strikers; to the Com-
mittee on Labor.

515. By Mrs. ROGERS of Massachusetts: Petition of the
Falmouth Men's Club of Falmouth, Mass., urging the en-
largement of the Cape Cod Canal; to the Committee on
Rivers and Harbors.

516. By Mr. SADOWSKI: Petition of Sokol Detroit of the
Czechoslovak Gymnastic Union, endorsing old-age pensions
and unemployment insurance; to the Committee on Ways
and Means.

517. By Mr. SANDERS of Texas: Petition of citizens of
Gregg, Rusk, Wood, and Upshur Counties, Tex., urging pas-
sage of old-age-pension legislation as embraced in House bill
2856, introduced by Representative WiLL Rocers, of Okla-
homa; to the Committee on Ways and Means,

518. By Mr. SMITH of West Virginia: Petition of Charles
Jackson and other citizens of Logan, W. Va., urging the pas-
sage of House bill 2856 which provides an old-age pension;
to the Committee on Ways and Means. A

519. By Mr. STEFAN: Resolution adopted by the Nebraska
State Senate, requesting the United States Government to
establish a national arboretum at Nebraska City, Nebr.; to
the Committee on Agriculture.

520. By Mr. TARVER: Petitions of W. E. Owens and 11
other citizens of Cobb County, Will Armstrong and 18 other
citizens of Catoosa County, and Alice Carswell and 11 other
citizens of Walker County, Ga., favoring old-age pensions;
to the Committee on Ways and Means.

521. Also, petitions of Mrs. T. A. Baker and 18 other citizens
of Whitfield County, Mrs. W. E. Powell and 34 other citizens
of Polk County, Ellar Lang and 29 other citizens of Walker
County, C. B. Jones and 19 other citizens of Haralson County,
W. M. Oliver and 56 other citizens of Walker County, and
Leslie Bithrene and 17 other citizens of Walker County, Ga.,
favoring old-age pensions; to the Committee on Ways and .
Means.

522. Also, petitions of R. M. Young and 17 other citizens
of Gordon County, Minnie Hulsey and 72 other citizens of
Polk County, Mrs. J. W. Mathis and 19 other citizens of
Chattooga County, Nancy Jacobs and 20 other citizens of
Douglas County, Mrs. Lafayette Cooper and 32 citizens of
Chattooga County, W. H. Wilson and 62 citizens of Murray
County, and Lila Wehunt and 42 citizens, of Cobb County,
Ga., favoring old-age pensions; to the Committee on Ways
and Means.

523. Also, petitions of Pearl Wilson and others of Berry-
ton, Mrs. M. A. Chambers and others of Rossville, Joe Wallin
and others of Rising Fawn, Mary H. Lancaster and others of
Cedartown, Della Bryant and others of Lyerly, Titia Berry
and others of Marietta, C. H. West and others of Acworth,
Mrs. E, W. Hicks and others of Cartersville, Mrs. John J.
Rhyne and others of Rossville, C. M., England and others of
Cartersville, Mary M. Brown and others of Lindale, all of
the State of Georgia, regarding old-age pensions; to the
Committee on Ways and Means.

524. Also, petitions of William Allin and 18 other citizens
of Floyd County, T. P. Shaw and 38 other citizens of Cobb
County, Julia Robbins and 54 other citizens of Douglas
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County, Miss Idar Sutton and 13 other citizens of Walker
County, Mr. and Mrs. W. T. Angel and 18 other citizens of
Cobb County, Mrs. J. P. Poe and 17 other citizens of Catoosa
County, Miss Katte Elles and 18 other citizens of Douglas
County, all of the State of Georgia, favoring old-age pen-
sions; to the Committee on Ways and Means.

525, By Mr. TRUAX: Petition of Freedom Lodge, No. 153,
Ohio, Amgzlgamated Association of Iron, Steel, and Tin
Workers of North America, Zanesville, Ohio, at their regular
meeting held on January 19, 1935—whereas 80 percent of the
veterans are unemployed and thousands are in dire need of
food, clothing, medical aid, homes, etc., while their families
are suffering intensely in this the sixth year of mass unem-
ployment; and whereas the veterans are not interested in a
“tombstone bonus” payable after death as they want and
need their bonus now, while they live, for themselves and
families and every delay means that the rate of interest
compounded semiannually is eating up the principal, re-
solving, demanding, endorsing the immediate cash payment
of the bonus; to the Committee on Ways and Means.

526. Also, petition of Mahoning Veterans’ Association of
Youngstown, Ohio, urging Congress to favorably act on a
program to provide full payment of the veterans' bonus bill
at this time; to the Committee on Ways and Means.

527. Also, petition of the Ohio State Aufomobile Associa-
ton, Columbus, Ohio, requesting both Houses of Congress, on
behalf of the members of their organization, to allow the
Federal gasoline tax to expire at the close of the present
fiscal year, June 30, 1935, in accordance with the declared
intent at the time it was passed; that it be not levied again
in any way whatsoever and that the Federal Government
permanently withdraw from the field of gasoline taxation
and leave to the States exclusively the power and right to
tax gasoline sales in the future; to the Commitiee on Ways
and Means.

SENATE
TUESDAY, JANUARY 29, 1935
(Legislative day of Monday, Jan. 21, 1935)

The Senate met, in executive session, at 12 o’clock meridian,
on the expiration of the recess. g
MESSAGES FROM THE PRESIDENT

Messages in writing from the President of the United States
were communicated to the Senate by Mr. Latta, one of his
secretaries.

CALL OF THE ROLL

Mr. LEWIS. I suggest the absence of a quorum and ask
for a roll call.

The VICE PRESIDENT. The clerk will call the roll.

The legislative clerk called the roll, and the following
Senators answered to their names:

Adams Connally King Radcliffe
Ashurst Coolidge La Follette Reynolds
Austin Costigan Lewls Robinson
Bachman Couzens Logan Russell
Balley Cutting Lonergan Schall
Bankh; Davis Long Schwellenbach
Dickinson Maloney Bheppard
Dieterich MecCarran Bhipstead
Bilbo Donsahey McGill Bmith
Black Rufty McNary Stelwer
Bone Fletcher Metcalf Thomas, Okla
Borah Frazier Minton Thomas, Utah
Brown Glass Moore Townsend
Bulkley Gore Murphy Trammell
Bulow Guffey Murray Truman
Burke Hale Neely Vandenberg
Byrd Harrison Norbeck Van Nuys
HByrnes Hastings Norris agner
Capper Hatch Nye Walsh
Caraway Hayden O'Mahoney Wheeler
Carey Johnson Pittman White
Clark Keyes Pope

Mr. AUSTIN. I desire fo announce that my colleague
the junior Senator from Vermont [Mr. Gieson] is absent in
the Philippines on business of the Senate.

Mr. LEWIS. I announce the absence of the Senator from
New York [Mr. Coreranp] and the Senator from: Rhode
Island [Mr. GErrY], necessarily detained; the absence of
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the Senator from Louisiana [Mr. OverTor] and the Senator
from Georgia [Mr. Georcel, caused by illness; and I rean-
nounce that the Senator from California [Mr. McApool, the
Senator from Maryland [Mr. Typingsl, and the Senator-
elect from Tennessee [Mr, McKeLLAr], members of the Phil-
ippine Commission, have not as yet returned from their
labors. ;

The VICE PRESIDENT.  Eighty-seven Senators have
answered to their names. A quorum is present.

NOMINATIONS REFERRED AND WITHDRAWN

The VICE PRESIDENT laid before the Senate messages
from the President of the United States submitting sundry
nominations and withdrawing a nomination, which were
referred to the appropriate committees, or ordered to lie
on the table.

(For nominations this day received and nomination
withdrawn, see the end of Senate proceedings.)

BUSINESS TRANSACTED AS IN LEGISLATIVE SESSION

During the executive session the following legislative busi-
ness was transacted by unanimous consent:

AT

The VICE PRESIDENT laid before the Senate a letter
from the Secretary of Commerce, transmitting a draft of
proposed legislation for the relief of A. Cyril Crilley, assist-
ant trade commissioner and special disbursing officer of the
Bureau of Foreign and Domestic Commerce, in the matier
of a certain expenditure, which, with the accompanying
paper, was referred to the Committee on Claims.

INVESTIGATION OF PUBLIC-UTILITY CORPORATIONS

The VICE PRESIDENT laid before the Senate letters from
the Chairman of the Federal Trade Commission, transmit-
ting, pursuant to Senate Resolution 83, Seventieth Congress,
first session (authorizing an investigation of public-utility
corporations), chapter XIV, being the conclusions and rec-
ommendations of the Commission regarding utility corpora-
tions, which, with the accompanying report, were referred
to the Committee on Interstate Commerce.

PETITIONS AND MEMORIALS

The VICE PRESIDENT laid before the Senate the follow-
ing memorial of the Legislature of the State of Maine, which
was referred to the Committee on Finance:

BTATE OF MAINE,
In the Year of Our Lord 1935,
Memorial to the Congress of the United States relating to the
protection of newsprint pulp and pulpwood industry

To the honorable Senate and House of Representatives of the
United Siaies of America in Congress assembled:

We, your memorialists, the Senate and House of Representatives
of the State of Maine in legislature assembled, respectiully petition
your honorable bodies as follows:

Whereas the newsprint pulp and pulpwood industry constitutes
one of the basic industrial activities of the State of Maine; and

Whereas many other industries and occupations are closely allied
with and dependent upon the production of newsprint pulp and
pulpwood, depending for their existence upon the successful con-
tinuance of this industry; and

Whereas the number of people directly and indirectly employed
in the production of newsprint pulp and pulpwood constitute the
largest single group of workers in any one industry in the State
of Maine; and

Whereas the newsprint pulp and pulpwood industry is seriously
threatened and menaced by the importation of foreign newspring
pulp and pulpwood in direct competition with the industry of
this State: Now, therefore, be it

Resolved, That we, your memorialists, the Senate and House of
Representatives of the State of Maine in legislature assembled,
realizing the importance and value of the newsprint pulp and
pulpwood industry to this State, do hereby respectfully petition,
urge, and recommend the prompt enactment of such legislation
as may be necessary and proper to limit and restrict the importa-
tion of foreign mewsprint pulp and pulpwood; and be it further

Resolved, That this memorial be Immediately transmitted by
the secretary of state to the proper officers and committees of the
United States Senate and House of Representatives, and a copy
hereof transmitted to each of the Representatives and Senators
representing the State of Malne in the United States Congress.

And your memorialists will ever pray.

House of representatives: REead and adopted January 17, 19385,

HarveYy R. PEAasg, Clerk.

In senate chamber, January 22, 1935: Read and adopted.
Rovypen V. Brown, Secretary.
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